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REPEAL OF SECTION 222 OF THE COMMUNICATIONS 

ACT OF 1934 



FRIDAY, APBIL 15, 1977 

U.S. Senate, , • . 
Committee on Commerce, Science, 

AND Transportation, 

SdBCOMMIITEE on CoilMUNIOATIONS, 

Honolulu^ Hwwaii. 
The subcommittee mot at 2 p.m. in rooms 3 and 4, second floor of 
flic Kulani USAR Center at Fort DeRussy, Honolulu, Hawaii; Hon; 
Daniel K. Inou ye presiding. 

OPENlNa STATEMENT B7 SENATOR IN0U7E 

Sena4x>r Inotjte. First of all I wish to apologize for being late. We 
had a Father Damien's Day parade today, and it was longer than 
anticipated. 

Today the Subcommittee on Communications begins hearings on 
S. 1162, a bill to repeal section 222 of the Communications Act of 
1934, as amended. 

Section 222 governs the interrelationship among communications 
common carriers providing international record services, and also 
governs the role of Western Union in telecommunications. 

The history of section 222 dates back to 1943. 

That year the two major domestic telegraph companies in the United 
Sta4:es — ^Western Union and Postal Telegraph Co. — ^were both in seri- 
ous financial condition. 

To alleviate the situation Congress enacted an antitrust law exemp- 
tion in the form of section 222 of the Communications Act which per- 
mitted Western Union to acquire through merger Postal Telegraph. 

Congress was concerned, however, that Western Union might utilize 
its newly obtained domestic monopoly to favor its own overseas cable 
operation at the expense of the forerunners of present day In/tema- 
tional Record Carriers (IRC's) — RCA Global (>)mmunicationd, ITT 
World Communications^ Western Unicm International^ and TRT. 

To remove this potential daiiger, the secticm 222 merger legislation 
contained four -additional elemente which largely established the basie 
stiTTcture and mod^ of operation of the international record carrier 
industry today. 

One: Western Union was required to divest itself of its overseas 
cable subsidiary, and was. barred from intemaiional telegraph opcra- 
i ions **theretof ore carried on^" 

(11 
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Two: Western Union was required to distribute among the inter- 
national record carriers outbound, unrouted international message 
telegraph traffic in accordance with a formula. 

Third : It dichotomized telegraph service offered by Western on one 
hand, and the IRC's on the other. ^^ 

Some basis was needed for distinguishing between WU's legitimate 
area of service and the IRC's appropriate domain. This was accom- 
plished in two steps. First, a line was dra;wn between domestic and 
international service and, second, domestic points were designated 
where the lEC's could receive messages destined for international 
delivery. 

Section 222 drew the domestic/international line on the basis of 
geographical rather than political boundaries in order to preserve the 
status quo. 

For example, Western Union was allowed to retain its existing lines 
to Mexico and Canada, because section 222 defined the North Ameri- 
can Continent as the domestic domain. 

On the other hand, the IRC's overseas interests were recognized by 
characterizing anything outside the North American Continent (Mex- 
ico, Canada, the continental United States, Newfoundland, and St. 
Pierre-MiquelonJ as international i)oints. 

Thus, Hawaii is considered an international point under section 222. 

Four : Finally, section 222 provided procedures for the division of 
revenues between the IRC's and Western Union's landline haul service, 
that is, the hinterland pickup and delivery of international traffic for 
IRC's. 

Recently, the Chairman of the FCC said that whatever its merits 
when enacted, section 222 is a statutory provision whose vitality has 
been vitiated by subsequent events. 

Accordingly, he has recommended repeal of section 222, because, 
in his words — 

It is a statute that has served to Impede rather than enhance the competition 
it was intended to serve, ♦ ♦ ♦ and its provisions obstruct rather than promote 
public interest objectlyes. 

The Chairman's views, I might add, are supported by a majority of 
the FCC Commissioners. 

Inasmuch as Hawaii is considered an international communications 
point by^ virtue of section 222, the cost and availability of record 
communications services between it and the mainland differ from the 
cost and availability of such services between points on the mainland, 
or, indeed, between points on the mainland and Canada. 
^ In this regard, the remarks of the FCC Chairman are especially 
significant and bear repeating : 

Deletion of section 222 would bestow the fnll rights of statehood upon the 
GOth State. There is absolntely no reason why Hawaii should not be considered 
a domestic communications point. Indeed, section 222's treatment of Hawaii 
as an international point is particularly anomalous, in light of the advent of 
distance-insensitive satellite services and recent FCC efforts to integrate Ha- 
waii's communications rates into the mainland rate pattern. 

Today the committee expects to hear how section 222 has, in fact, 
affected residents of Hawaii, as part of its effort to determine if, 
indeed, section 222 has outlived its usefulness to the American public. 
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Senator Spark Matsunaga, Congressman Cec Heftel, and Congress- 
man Dan Akaka have been invited to sit with me tod^y as members 
of the subcommittee. 

[The bill follows:] 

D5th CONGRESS 

1st Session 



S.1162 



IN THE SENATE OF THE UNITED STATES 

March 29 (legislative day, February 21), 1977 

Mr. Inouye introduced the following bill; which was read twice and referred 
to the Committee on Commerce, Science, and Transportation 



A BILL 

I 

To repeal section 222 of the Communications Act of 1934. 1 

1 Be it enacted by the Senate and House of Bepresenta* 

2 lives of the United States of America in Congress assembled^ 

3 That section 222 of the Communications Act of 1934 (47 

4 U.S.O. 222) is repealed. .. ^ 

II 

Senator Inoute. Today we have with us 14 witnesses and our first 
witness is a friend and distinguished Member of the UJS. Congress, 
Congressman Cec Heftel. 

STATEMENT OE EON. CECIL HEFTEL, U.S. BEFKESENTATIVE 

EROM HAWAn 

Mr. Heftel. Thank you, Senator. 

I appreciate the opportunity to participate today and I have a 
written testimony which has been submitteid. I would^ however, like 
to talk to one specific issue, and that issue is competiti<m. 
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When the satellite' becajtie available^ 11 years ago, and in the absence 
6f competition the phone <iompany charged $8,(X)0 an hour for satel- 
lite service to Hawaii. That prohibitive figure continued for a long 
period of time until finally, with pressure from the television sta- 
tions and the community, there was a gradual decline in price until 
it got down to the area of $4,106 an hour. ^ 

Then, a few years ago the hint of cooapetition was heard and the 
price came down to $3,000 an hour. And it stayed there notwithstand- 
ing constant attempts to indicate the unfairness of this prohibitive 
pricing for satellite service to Hawaii, a pricing that denied Hawaii 
for a period of 10 years most of the events they should have seen on 
live satellite service. 

Finally, when, ly^ j^eached that point where we had meetings with 
RCA and Western Union and competition be<iame a reality, some- 
thing that could occur within a period of a year perhaps, the phone 
company finally sat down again under pressure and ended up with a 
rate that we now pay in the television industry of $1,000 an hour witK 
a minimum of a half an hour. I moved out oi the television industry 
last week with the sale of my station. 

The problem for Hawaii has remained. Nothing is changed. The 
minute you do not have competition the public can be abused. They 
were abused for a period of 11 years because we were not included in 
what is called the domestic United States for rate structure purposes. 

I cannot too strongly recommend the elimination of section 222 and 
the encouragement of competitipix because only in that way will 
Hawaii have the land of communication service which all of the Nation 
enJQiys and which would make us. the 50th State for all purposes, in- 
cluding communication. 

^ Senator Inoute. Thank you very much. Without objection Con- 
gressman Heftel's statement will be made a part of the record at this 
ppint r . . . . 

t [The statement follows:] 

STATEMEirr.OF Hon. Cecil •*CbC*' Heftel, U.S. RB;PEESjB»TA'nvE Fbom Hawaij 

Mr. Chairman, I would Uke to thank you for your kind invitation to partici- 
pate in today's hearings. The question before tkAn hon^^rable body is on6 of great 
imiwrtance to the people of Hawaii, as it cuts to the heart of the issiie of whethier 
Hawaii is to be treated as an equal among the 50 states. 

Section 222 of the Communications Act of 1934 Imposes inequality upon Ha- 
waii by classifying the state as an international, rather than domestic, com- 
munications point* . 

I cfin speak ftpom considerable experience th^t SeotioQ 222 has discriminated 
agrainst Hawaii fend her people. As a television broadcaster in Iftawaii for more 
than a dozen years, I know full well that Hawaii eustomers of communications 
services have paid exorbitant rates when compared to Mainland customerf?. 
Hawttii imsfh^m denied tht normal 4;elBvision progimnlag arailfbte throughout 
the Mainland l)ecause of the higlter t^ti^s <^/U*ged due to Hawan*s International 
Classification. Certain carriers ^bave* ill taei iMnefited from Section 222 and the 
restraint it has placed upon competition, which would be enhanced by the repeal 
of the section. 

, More f iin^mental In tlia qiffttiBr. ^oro yov is V^ f^ Umt there is no excuse 
for Hawafl to tje dtaie4 WiaJ status w^th the Mainla^ai Sfcatee. If ever there was a 
5ustiflcati(m' to*. c3as»l<y Hawaii as an Int^ationai commtmication jpolnt, that 
rationale disiK^vefl <wliett' Hawaii achieved Sta^eiiood in tWQ, Bepeal of section 
222 is already 18 years too late and should occur without further delay. 
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If Mexico is integrated into the Mainland communication rate system as a do- 
mestic point, Hawaii cannot be denied the same status. Federal Communica- 
tions Commission Chairman Richard Wiley has so testified before Cimgress, and 
I am in total agreement 

Thank you again for this oi^;K>rtunity to help correct and end this discrimina- 
tion against Hawaii and her people inherent in section 222. 

Senator Inouye. Before proceeding I have a letter here from the 
Chairman of the FCC stating that he and a majority of commissioners 
favor the repeal of section 222. 

Without objection this will be made part of the record at this point. 
[The letter follows:] 

Federal Communications Commission, 

Washington, D.C, March 28, 1977. 
Hon. Danikl K. Inoutk, 

Committee on Commerce, Science, and Transportation, U.S. Senate, Washing- 
ton, D.C. 
Deab Senator Inoyxjb : Thank you for your letter of March. 23 concerning dele- 
tion of section 222 of the Communications Act of 1934 as amended, as suggested 
in my testimony of that date before the House Subcommittee on Communica- 
tions. While no formal agency action was taken on that testimony, a majority of 
the Commissioners favor repeal of section 222. 

A bill to accomplish this result could simply read as follows : 
**Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress ass^nbled, 

That section 222 of the Communications Act of 1934, as amended (47 U.S.C. 
222), is hereby repealed." 

Thank you for your help in this matter. I would, of course, be pleased to 
appear at such hearings as may be scheduled on your bill. 
Sincerely yours, 

BicHABD E. Wiley, 

Chairman. 

Senator Inouye. I have also received a request from the presid^it 
and chief executive officer of Western Union international requesting 
an opi>ortunity to submit a written statement. 

Without objection that letter will be made part of the record at this 
point. 

[The letter follows:] 

Western Union International, Inc., 

New York, N.Y., Afnil It, 1977. 
Hon. Daniel K. Inoute, 
U.8. Senate, 
Honolulu, Hawaii. 

Dear Senator Inouye : We have learned that the Subcommittee on Communica- 
tions of the Oommittee on Commerce, Science, and lYanq?ortation will commence 
hearings on S. 1162, a biU to repeal section 222 of the Communications Act of 
1934, as amended, relating to common carriers. 

Western Union International, Inc. ( WUI) Is an international telegraph carrier 
as defined in section 222. WUI, the international carrier, is not affiliated or 
related in any way to the Western Union Telegraph Co., the domestic carrier. 
As a matter of fact, WUI was established as an independent intematioBal 
carrier by virtue of section 222. Obvioasly, its repeal or reTl8i<m is of crucial 
concern to vol 

Repeal of section 222 is likely to drasticaUy impact the global structure of 
international t^eeotnmtmlcations between the uiiited StateH and the re«t of the 
world. A legitdatlv« aetion of rach drastic, global Impaot ts hardly necessaty to 
the commendable objective of attaining the best possible serriciNi at the lowest 
reasonable chaises between Hawaii and the United States mainland. 

WUI ijB a party in interest in this matteri and respectfully requests an oppor- 
tunity to appear before the subcommittee and present t^ilmony. We tmderstand, 
however, that the first session of the sUbcoanniittee^s hearings wiU CdlMliof'Olily 
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three houFS in Honolulu on April 15, and that many witnesses have already been 
scheduled. We also understand that additional hearings will be held in Wash- 
ington, D.C. on dates to be announced later. 

Under these circumstances, WUI respectfully requests an (^portunity to sub- 
mit a written statement to be associated later with the record of the forthcom- 
ing Honolulu hearings, and an opportunity to appear at the Washington, D.C. 
hearings and present testimony. 
Very truly yours, 

Edwabd a. Gallaoheb. 

Senator Inouye. Our next witness is Mr. Wayne Minami. 

STATEMENT OF WAYNE MINAMI, DIRECTOR, HAWAII STATE 
DEPARTMENT OF REGULATORY AGENCIES; ACCOMPANIED 
BY E. JOHN McCONNELL, DEPUTY DIRECTOR, REGULATORY 
AGENCIES; AND R. DENNIS CHONG, EXECUTIVE DIRECTOR, 
PUBLIC UTILITIES DIVISION, DEPARTMENT OF REGULATORY 
AGENCIES 

Mr. Minami. Mr. Chairman, members of the subcommittee, I am 
Wayne Minami, director of regulatory agencies of the State of 
Hawaii. 

Seated alongside me are E. John McConnell, deputy director of reg- 
ulatory agencies, and K. Dennis Chong, executive director, public util- 
ities division of the department of regulatory agencies. 

I am deeply gratified for this opportunity to testify before this sub- 
committee on S. 1162, a bill to repeal the provisions of section 222 of 
the Communications Act of 1934, as amended.^ 

Mr. Chairman, since its admission to statehood in 1959,, the State of 
Hawaii has tpo often been an afterthought with respect to the provi- 
sion of telecommunications services, a virtual stepchild of the Nation 
when compared with her sister States on the mainland. 

The history of the discrimination imposed upon the State of Hawaii 
and the other offshore locations was documented in the hearings on 
Senate Kesolution 318 held on December 9, 1975. 

Mr. Chairman, I will not impose upon the members of the sub- 
committee with an extensive recitation of the history of the discrim- 
ination imposed upon the State of Hawaii. 

However, with your permission, I shall include such a description 
as an appendix to my prmted statement. 

Senator Inoute. Without objection, that will be made part of the 
record. 

Mr. Minami. That situation is now changing for the better. 

In 1972, the FOC set forth its domestic satellite policies ^ wherein 
Hawaii and other offshore locations would be integrated into the rate 
arid service pattern applicable on the mainland. 

With the continuing urging of the State, the Conmiission has taken 
steps to implement its policies and altbougn.often reluctantly I otnight 
note, the carriers servmg Hawaii have made some moves to comply 
with those p€dicies. 

During the past year and a half , greht strides have'been made and 
it is oiirlioije that changes will continue to be made to provide tele- 
communications equality for the State. 

147U.S.C. sec. 222. 

*See second report and order, 35 FCC 2d 844 (1972) and memorandum opinion and 
order, 38 PCC 2d 665 (1072) . 
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On March 29, 1976, rates for message telecommunications service — 
MTS — ^popularly faiwon as long distance service, between the main- 
land and Hawaii were dramatically reduced in accordance with phase 
1 of rate integration. 

In July 1, 1977, another rate, reduction will be implemented in ac- 
cordance with the Commission's rate integration order of July 20, 
1976, commonly referred to as phase 2. 

We look forward with eager anticipation to January 1, 1979, when 
phase 3, or full and complete integration, is implemented for long 
distance service. 

Progress in this area, while substantial, has come only after vigorous 
sustained effort by representatives of the State here and in Wash- 
ington, D.C. 

While we take great pride in the progress which has been made 
toward assuring Hawaii the telecommimications services enjoyed by 
her sister States, much remains to be done. 

Today I want to address one major obstacle to full telecommunica- 
tions equality for Hawaii. 

Mr. Chairman, despite its admission to statehood "on equal footing 
with the other States in all respects whatever," ^ Hawaii is the only 
State which by Federal law is designated as an international location. 

Incredibly, Hawaii is designated "international" while Canada and 
Mexico are considered "domestic" for communication purposes. 

This means that certain communications between Hawaii and the 
mainland are treated as international telegraph operations under the 
Commimications Act.* 

This distinction has resulted in Hawaii's being denied certain serv- 
ices provided to her 49 sister States. 

It has also meant that Hawaii's citizens pay more for equivalent 
services than do citizens of other States. 

S. 1162 would go a long way toward changing this. 

The Governor of Hawaii enthusiastically supports this bill. 

S. 1162 would repeal section 222 of the Communications Act of 1934. 
This section is the basis of Hawaii's treatment as an "international" 
point. It has contributed to the historic discrimination imposed upon 
Hawaii and those who communicate with this State in several ways. 

The section prevents domestic carriers — principally Western Union 
Telegraph Co. — which serve the other 49 States from serving Hawaii. 

It also provides that the international record carriers which do serve 
Hawaii cannot serve the other 49 States. 

Specifically, subsection (a) (5) of section 222 imposes the limitation 
that mainland/Hawaii services must be routed through certain desig- 
nated "gateway cities." ^ This has the impact of limiting service to 
Hawaii. : 

Before we can examine the specific problems generated by section 
222, I believe it is appropriate to refer to the conditions in the tele- 
graph industry back in 1943, at the time of its passage, so that section 
222 can be viewed in its proper context. 

Those conditions have changed markedly in the 34 years which have 
passed since the section was enacted. 
■ . li—^^i^— •- ..." 

s See Act of March 18, 1050, Public Law No. 8e-8, S 1» 78 Stat 4. 

« See 47 U.S.a i%22(tL) (6) and (10), and the Comnasdon's htotorie pdlley of separating 
domestic and International telecommunications sendees. 

• The dtles desjirnated as gateways are San Francisco, New York, Miami, New Orleans, 
and Washington, CC. 
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Tjet nie empliasize that the following detailed recitation of section 
222 and it> effect on the Western Union Telegraph Co. ^ould not be 
taken to signify that these issues are of primary importance to tfie 
State. 

They are discussed, first, solely for presenting a historical perspec- 
tive of section 222. 

Historically, section 222 was conceived as Western Union merger 
legislation. 

Western Union and Postal Telegraph Cable Co. were the only oom- 
I)etitors in the provision and delivery of public message tel^raph 
service — PMS — on the mainland. 

Western Union aslo engaged in international telegraph operations 
in competition with other international carriers. 

Western Union and Postal both experienced declining revenues and, 
by 1943, there were signs that Postal and possibly Western Union 
were in danger of financial collapse. 

In light of this situation. Congress considered a merger of Western 
Union and PostaL With such a merger. Western Union would have 
a virtual monopoly over domestic telegraph operations. 

Congress, out of concern that Western Union could use this domestic 
monopoly position to the disadvantage of its competitors in the in- 
ternational market, decided that Western Union should relinquish 
its international telegraph operations." 

Accordingly, in legislation which is now codified as section 
222(c) (2), Congress mandated that Western Union divest itself of 
its "international telegraph operations theretofore carried on. * • *" 

This ambiguous language has worked to the detriment of the State 
of Hawaii and those who communicate with the State. 

The Commission and courts have differed on the construction of 
the term "theretofore carried on," and the precise nature and scope of 
the prohibition on Western Union. 

As a result, Hawaii has been denied benefits of certain new and in- 
novative services. 

For example, in a recent case,^ the U.S. Court of Appeals for the 
Second Circuit held that Western Union is prohibited from providing 
mailgram service between the mainland and Hawaii. 

Mailgram is an innovative form of record communication offered 
by Western Union in conjunction with the U.S. Postal Service. It 
combines aspects of a telegram with those of mail. 

A mailgram is transmitted by Western Union in the same manner 
as a telegram except that the delivery function from Western Union's 
office to the customer is the responsibility of the Postal Service. 

The Commission had determined that a mailgram was a new and 
unique service, not theretofore carried on by Western Union and not 
within the prohibition of section 222 (c) (2) . 

The Commission's decision was overturned by the U.S. Court of 
Appeals for the Second Circuit. 

Although we now have mailgram imder an interim arrangement 
under which all three international carriers plus Western Union of 

• Western Union provided the domestic pickup and delivery for international telejrraph 
mesRa^es, except in fratewaj cities. Congress was concerned that Western TTnlon would 
favor itR own intematlona! elrcufts. 

7 WVI V. POC, 544 F. 2d 87 (2d Ctr. 1976) ; petHion for rcheftrtng pending. 
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Hawaii and the Hawaiian Telephone Co. may provide the service, 
this was not achieved until 5 years after the service was instituted in 
the rest of the country. 

Participation l3y all five carriers, while uneconomical, insures each 
carrier's legied claims with respect to section 222 are not prejudiced. 

The second circuit's decisicm has cast a cloud over Western Union'^ 
eligibility to provide other services between the mainland and Hawaiu 

Foe idStaneQ, thcr Commission recently authorized Western Union, 
in conjunction with the Public Broadcasting Service Corporation for 
Public Broadcasting, and 13 nonconnnercial educational television 
stajtioas, tocislablish.a satellite interconnection system fox* cultural and 
educaJtionat telavision proigrams.® 

Tha broadcasting station in Hawaii, KHET Honolulu, which is a 
pairt ot the Departmes^t of Kegulatory Agencies, already has plans 
underway to construct an Earth station as part of this system. 

Thft State is concerned that a court reviewing the Commissicm's 
decision may rely on the second circuit's mailgram decision as prece- 
dent and find that television service is also within the prohibition of 
section 222(c) (2). 

If that happens, Hawaii would be denied direct satellite transmis- 
sion of public broadcasting programs which would be available in all 
other States. 

Western Union has an application pending before the Commission 
to pjrovide domestic satellite service between the mainland and Hawaii 
via its Westar system.^ 

It would appear that under the precedent of the Mailgram decision. 
Western Union may be prohibited from providing those services, or, at 
least, some party could so argue. 

Mr. Chairman, the ambiguous language of section 222(c)(2) as 
it relates to new services can only be cured by remedial legislation. 

Section 222(c) (2) has outlived its usefulness when viewed in the 
current communications environment. 

Satellite technology, we believe, makes the artificial boundaries 
created by section 222 meaningless. 

The State shares the views of Chairman Wiley as stated in his testi- 
mony of March 23, 1977, before the House Committee on Interstate 
and Foreign Commerce that the blanket prohibitions on Western 
Union's entry into international operations and on the international 
carriers' entTy into domestic operations should be eliminated. 

The Commission, exercising its broad authority under the Com- 
munications Act, can effectively oversee Western Union's activities 
in the provision of these international services. 

Thus, the State of Hawaii would be able to receive the benefits of 
Western Union's presence as a competitor in the provision of main- 
land/Hawaii communications services, and any possibility of competi- 
tive abuse by Western Union would be remote. 

As I have previously stated, tJie impact of section 222 goes far 
beyond limitations on Western Union. 

*See meraoMiDdiim opinion order, authorization and certification FCC 77-106 (released 
Mar. 4, 1977). 

» See FCC file No. W-T-C 25. 
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Secstion 222 (a) (5) has been read to require the Intemational Becoid 
Garriers— IRC's— who serve Hawaii *® to operate oat of tche designAted 
"gateway cities." 

While the Oommission possesses the authority to aatiiorizenew gate- 
way cities, section 222 (a) (5) can be a bar to the EBC's providing direct 
pointHto-point service between Hawaii and any other Tnainland city. 

This has limited t^e scope of IKC seirices and the denee of oon^ 
tition among them, and ha3 resulted in higher i«ute8 lor TnainlniMl/ 
Ilawaiii users. j 

RCA American CommunicaJtions, Inc. — "RCA Americom" — ^pres- 
ently has a long-pending application before ithe Oaminission to pro- 
vide domestic satellite service between the mainland and Hawaii.^^ 

RCA Americom proposes to lease circuits to the IRC's on favorable 
terms, possibly on an indefensible right of user basid or by gmoting 
bulk discounts. 

The ultimate rate to the mainland/Hawaii user would be further re- 
duced if the IRC's are not bound by the gateway provisions of secticHi 
222 (a) (5) such that the IRC's would be able to route traffic directly to 
any of the cities served by the RCA Americom system, particularly if 
tiiere is an Earth station near that city. 

If any satellite carrier could serve Hawaii, it would be postsLble to 
have direct links between Hawaii and the many mainland cities served 
by Earth stations, a number which is constantly increasing. 

Recently, American Telepihone and Telegraph Oo.^ and Hawaiian 
Telephone Co. proposed rate integration plans for mainland/Hawaii, 
private line services wherein rat^ for those services would be priced 
on a direct point-to-point basis under A.T. & T.'s MPL tariff." 

The State generally supports those proposals, in principle. 

The IRC's have vigorously opposed those proposals, alleging that 
the rates are noncompensatory and that A.T. & T. and HTC have an 
unfair competitive advantage by their not being boimd by the gateway 
limitations. 

The State has disputed the IRC contentions. 

In any event, since there are no longer any benefits to be gained 
from the gateway limitations, the State believes that the IRC's should 
also be relieved of those restraints on service from the threat of 
section 222. 

Several new types of carriers, the value-added carriers, have sought 
authorization to provide their services to international locations. 

One such carrier, Graphnet Systems, Inc., has an application to 
provide facsimile transmission services to Hawaii.^^ 

The State does not see any basis why section 222 should be a bar to 
Graphnet's proposal or any similar proposals. 

Indeed, the Commission has stated in its decision in docket 20097 
that it will authorize a number of new private line "resale" carriers. 

These carriers should introduce innovative services and expand com- 
petition. It would be deplorable were section 222 to bar their ready 
availability for service to Hawaii. 

In addition to the direct prohibitions, section 222 has also caused 
indirect adverse effects te the State of Hawaii. 



» These carriers are ITT World CommnnlcationB, Inc., RCA Global Communications, Inc 
and Western Union International, Inc. 
" FCC File No. I-T-C 2648. 
" See A.T. & T. Tariff FCC No. 260. 
"FileNo. W-P-C721. 
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An example of this pernicious influence may be found in the 
memorandum opinion order and authorization^^ relating to com- 
mercial Marisat services. 

Services provided by the Marisat system are marine telephone and 
Telex services between ships at sea and land points. 

In its order the (Commission determined that its rate integration 
policies were not applicable to Marisat Thus, commercial Marisat 
marine telephone and telex service between a user in Hawaii and a 
ship at sea are subject to a special ^^add-on" charge which is not 
applicable to the same services utilized by a user on the mainland. 

A Hawaii user must pay increased costs for the same services. 

For example, a Hawaii user must pay an add-on charge of as much 
as 21 percent over and above the charge to mainland users in «mie 
instances. 

In fact, in justification of its decision not to impose its rate integra- 
tion policies, the Commission referred to the developing and uncertain 
nature of the maritime communications market "sudb that rate inte- 
gration may have an adverse impact on the Marisat venture." 

The Mansat order also recited how the configuration of the Marisat 
system followed an "international pattern." 

However, in a recent memorandum opinion order and authoriza- 
tion ^* relating to Exxon Communications Co. 's application to provide 
commmiications services between its headquarters in Houston and 
exploratory drilling rigs, the Commission again focused on Marisat. 

However, here, the Commission was not too concerned with the sta- 
bility of the Marisat venture since the Commission determined that 
the Exxon Commimications services could be provided by Marisat or 
domestic satellites. 

The State submits that the Commission's inconsistent decisions re- 
lating to Marisat are based on Hawaii's designation as an international 
location and the Commission's reluctance to depart from the historic 
principles governing international communications services. 

Here is a clear example wherein its "international" designation has 
brought a discrimination to the citizens of Hawaii and other persons 
who communicate with the State. 

In summary, section 222 has been held by the courts to bar the exten- 
sion of certain services to Hawaii. 

Section 222 is the subject of other litigation seeking to bar expansion 
of service. 

Parties using section 222 as a justification have been able to use it to 
delay for long periods Commission action on pending applications. 
Thus section 222 has a "chilling effect" that exceeds even its legal 
effects. 

A rei>eal of section 222 as such does not require the Commission to 
affirmatively grant any application or to authorize any new service. 

However, Congress is not asked to do a useless act. We fully expect 
that the Commission would provide this subcommittee and £he Con- 
fess with assurances that ui)on the repeal of section 222 the historic 
discrimination against Hawaii will be eliminated through affirmative 
action by the Commission. 

Mr. Chairman, thank you for the opportunity to present the views 
of the State of Hawaii on this most important legislation. 

M FCC 7&-1151 (released December 26, 1076). 
» FCC 77-78 (released February 10, 1977). 
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Senator Inoute. Thank you very much, Mr. Minami. 

Before proceeding with questions of section 222, 1 would like to take 
advantage of your presence here and ask a few questions about rate 
integnUaoB for MTo. I do this because in recent testimony before the 
committee, Chaii:man Wiley responded to my questions in a way which, 
to say the least, ^as quite disquieting. 

If I may, I would like to take this opportunity to ask you about the 
FCC's rate iAtegratioot order. 

In yoiir slatebwt you mention the integration order of July 20, 
1976. Kecently Chairwian Wiley and Chief of the FCC Commoa Cw- 
rier Bureau, Hr. Hinchman, testified before the Commimiottians Sub- 
ocmunittee, and they made ref erenee to that order in their discussion 
of rate intogmtion for the State of Hawaii. 

Have you had an opportunity to review their testimony? 

Mr. MiKAia. Yes, I have. 

Senator Inoutb. Do you have comments to make on that testimony ! 

Mr. Minami. Tes. Frankly, I do not understand their testimcmy as 
it relates to *j>e. State otf Hawaii. The July 20, 1976, order set forth 
a rate integration plan for Hawaii and the mainland with a definitive 
time schedule for implementation. 

. Mr. Hinchman's testimony before the subcommittee gives the im- 
pression that the FCC considers the timetable for Hawaii rate inte- 
gration as an open question. 

Senator, I cannot speak on the state of the record for rate integration 
for offshore points, which may be different. 

However, with respect to the State of Hawaii, the record is clear. 

Senator Inouye. Can you elaborate on the state of the record of 
Hawaii MTS rate integration ? 

Mr. MlNAMi. Yes ; on numerous occasions the FCC has made explicit 
statements that the adoption of a plan for Hawaii MTS rate integra- 
tion was a condition precedent to the commencement of service over 
the A.T. & T., GTE satellite system, commonly referred to as the 
Gesat system. In an order of the FCC releasd December 10, 1975, 
responding to the State of Hawaii petition for a declaratory ruling on 
the policies and procedures to be followed with regard to implementing 
rate integration the Commission stated at page 6 and I quote : 

VTe believe we should take such steps as may be necessary to resolve rate in- 
tegration questions prior to the actual filing of section 214 applications if pos- 
sible and prior to their grant in any event. 

Further, in testimony before this subcommittee in December of 
1975, responding to your questions, Senator, Mr. Hinchman testified as 
folloTTs: "Question 6, the question is, will the rate integration ques- 
tion be resolved for message telecommunication service prior to com- 
mercial service over the entire A.T. & T. domestic satellite system or 
only prior to commercial service over that system to Hawaii ?" 

The answer was, "Prior to authorization of any service over the 
A.T. &T. system." 

Question : "For the whole system ?" 

Answer : "Yes, sir." 

Question : "Will the specific rates be submitted, considered, and ap- 
proved before the Commission authorizes commercial operations?" 

Answer : "Yes, they will," 
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Later in a letter to Mr. Fo^arty, then communications counsel for 
this subcommittee, printed in the report on the Senate Resolution 318 
at pages 15 and 16, Chairman Wiley stated and I quote : 

The Commission wiU either approve the carrier plans with the appropriate 
tariff amendments to follow or order that the carriers shall not reorit^ opera- 
tional authorization imtil they have first fulfilled the Cooxmission's rate inteirra- 
tioa condition by adopting an alternatiye condition oriented plan for rate 
integration. 

The alternative condition oriented plan for rate integi-ation was 
set forth in the July 20, 1970, order. That was FCC 76-663, In accord- 
anx» with that order, rate integration would be implemented in three 
steps. Step 1 effective March 29, 1976, Step 2 effective July 1, 1977, 
and ^p 3 effective January 1, 1979. 

As oi July 1, 1979 full rate integration was mandated for Hawaii, 
The order required A.T. & T. Gesat, and Hawaiian Telephone Co. 
to submit prior to the Comstar authorizations becoming effective 
their commitment to "implement" step 2 of MTS rate integration 
for Hawaii by July 1, 1977, and step 3 by January 1, 1979. 

Senator, the record is clear that all rate integration issues were to 
be resolved prior to the authorization for commencement of commer- 
cial operations over Comstar. 

The FCC July 20, 1976, order was clear and precise in setting forth 
the terms for rate integration. That order called for unconditional 
commitments from the carriers to implement those terms. 

Senator Ixotjye. Wliat happened to these commitments ? 

Mr. MixAMi. A.T. & T. was prepared to file its commitment im- 
mediately. It was very concerned because the commencement of com- 
mercial operations of Comstar had already been delayed. 

Hawaiian Telephone and GESAT were not ready to execute their 
commitments and they disagreed with A.T. & T. over the division of 
revenues and other things. 

Senator Ixouye. How did the Commission respond to this ? 

ilr. JIiNAMi. The Commission staff convened a meeting, July 21, 
1976, of representatives of the staff, A.T. & T., Hawaiian Telephone, 
Gesat, and the State of Hawaii to discuss these matters. This meet- 
ing lasted most of that day and was reconvened on July 23, 1976. 

Senator Inouye. Did you revSolve anything at these meetings ? 

Mr. MixAMi. Yes. Each of the carriers exe^juted commitments to 
implement step 2 of the Hawaiian rate integration by July 1, 1977, 
and step 3 by January 1, 1979, as prescribe in the July 20, 1976, 
order, as a condition of tlie operating authority for Comstar. 

In addition the carriers and the State executed a stipulation which 
included among other things an ongoing agreement for a division of 
revenues, among the carriers and an agreement that when the carriers 
filed their commitment letters, no party, including the State of 
Hawaii, would oppose the commencement of conmiercial service over 
Comstar. 

Senator Inotjye. Was the FCC staff in attendance at these meetings 
when the terms of the stipulation were discussed and the agreements 
were reached? 

Mr. MixAMi. Yes. Several members of the FCC staff were present 
at all times. 

Senator Inoute. Then what happened f 
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^ Mr. MiNAMi. The Commission accepted the sufficiency of the car- 
riers' commitment letters and Comstar began commercial operations 
on July 24, 1976, 

Senator Inoute. What sort of concessions were you called upon to 
make, as a result of these negotiations ? 

Mr. MiNAMi. At the time, the State of Hawaii had sought a more 
accelerated schedule for MTS rate integration. Further, the State 
maintained that the FCC could not lawfully commit the carriers to 
commence commercial operations over Comstar without resolving 
rate integration issues or without holding a hearing as requested by 
the Governor pursuant to section 214(b) of the act and thereafter 
making the public interest determinations required by law. 

Finally, in reliance upon the order, the State of Hawaii did not 
file a petition for reconsideration regarding the specific provisions 
of the rate integration schedule and/or court of appeals review. 

Senator IxotrrE. In other words, when the Commission promul- 
gated the rate integration plan in its order, authorizing Comstar, and 
the carriers and the State agreed to its terms, and further entered 
into a stipulation, the State of Hawaii agreed to withdraw its request 
for a hearing and to forego seeking reconsideration or court review 
of the FCC's action? 

Mr. MiNAMi. That is correct, Senator. 

There was no longer a need for hearing or reconsideration or court 
review, in our opinion. The Commission and carriers had agreed on a 
satisfactory plan for MTS rate integration for Hawaii. 

Senator Inouye. Do we have any legal impediment presently that 
would serve as an obstacle to implementing steps 2 and 3 of MTS rate 
integration? 

Mr. MiNAMi. Absolutely not in our opinion. The commission has 
embodied MTS rate integration as a condition for the operating au- 
thority for Comstar. The carriers have all agreed to the condition, 
and the carriers in the stipulation have a continuing agreement on 
a division of revenues. 

Senator Inouye. What is the position of the carriers? 

Mr. MiNAMi. A.T. & T. has agreed with the State of Hawaii inter- 
pretation of the order and stipulation. A.T. & T. has stated that it 
will proceed to implement step 2 of MTS rate integration effective 
July 1, 1977. Hawaiian Telephone was not able to give an answer at 
the last meeting of the FCC on this matter. 

Senator Inouye. From your standpoint, do you believe that the 
Conmiission can alter the schedule for MTS rate integration for 
Hawaii ? 

Mr. MiNAMi. In our view the FCC order was clear and unequivocal 
and the carrier commitments were unconditional. Such that the FCC 
cannot lawfully alter the schedule of MTS rate integration imless 
the State of Hawaii will so stipulate. 

The State will not agree with such modification in terms and we 
will resist any such attempts in the courts. 

Further, in addition to the legal issues involved in such action we 
submit any attempt by the FCC to alter the rate integration sched- 
ule would present very substantial moral issues. ■ .\ 



Digitized by 



li|Dogle 



16 

How can the commission imilaterally renege on commitments to 
which it was a party at all times. We have many questions on that. 

Senator Inoutb. Well, it appears that the Commission's actions are 
perplexing. Like you I'm well aware that Hawaii became a State in 
1959, and rate integration finally surfaced in 1972, only to be relegated 
to indifference if not hostility — ^until the State and tms subcommittee 
demanded it be given due recognition in 1975. Now, less than 2 years 
later, once again it appears we are going backward. Unfortunately 
I must agree with the portion of your testimony that states that bad 
habits die hard. I hope the FCC will try harder. I can assure you that 
this subcoBaanittee will be asking many questions and we will be vigor- 
ously pursuing this matter.^ 

Before proceeding to questions relating to section 222, 1 would like 
to call on Congressman Heftel. Do you have questions? 

Mr. Heftel. Have you found the phone company resistant to the 
concept of rate integration ? 

Mr. MiNAMt. At different periods they have been, Mr. Heftel. They 
have voiced concerns that rate integration, that is lower long-distance 
rates, would adversely affect the local ratepayers and have at times 
said if we reduced our long-distance rates it will raise our local rates. 

At the same time before our local Public Utilities Commission, where 
we have tried to utUize the argument that we should look at the whole 
company in determining its rate of return, that is, look at its interstate 
revenues as well as its local revenues, they have taken the position 
that we cannot look at the profits they make in the interstate area 
and that we are limited to looking at the profits that they make in the 
domestic area. 

I find their position difficult to understand and inconsistent. 

Mr. Heftel. Am I correct that their long-distance rates or inter- 
state rates, when they went down, nonetheless resulted in a higher 
gross income for long-distance phoning than it had been under the 
higher rates? 

Mr. MiNAMi. That is correct. 

Mr. Heftel. What was that percentage of increase of revenue even 
though the rates decreased ? 

Do you have those figures ? 

Mr. Chong. We do not. Not at this time. We can make those figures 
available to you. 

Mr. Heftel. It is important because it appears that as the rates go 
down the gross income and undoubtedly the net profit from long-dis- 
tance phoning goes up for the phone company. At the same time they 
are saying we must increase the local rates to compensate. They are 
compensating for increased revenue and profits on long distance. 

Mr. MiNAMi. We have a similar concern, Mr. Heftel. 

We have been attempting to document the amount of increase in 
revenues as a result of lower rates and we hope to be able to show that 
in fact that relationship exists and that we can have lower rates that 
are similar to that on the mainland and not have it affect our local 
ratepayers. 

iSee p. 176, for a letter from Senator Inouye to FCC Chairman Wiley dated April 27. 
1977. and Wiley's reply dated May 6, 1077, saying that the schedule for steps 2 and 3 
of MTS rate integration for Hawaii would be kept. 
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Senator Lmcti. I ^k^iksr ;iiii£ ^m: ar:«as«s jib 
rata intan^rauoa caaeTan^ racaar £ir«3LSv%. TtA tok adQ 
peruitizkf; Jis^t for ii^ reeori vay isiaf « :3.3d^7is» : 
FH ? " 

Mr. MnjKJo. WaLi 

Senator Ixocm. It ae^r^ afeT>jss c^it I wa^i is ^bv tJkfr Rcovd. 

Mr* MrxAXi. Mr. CLain&azu I v€Mi>i ^;^ :%^ p^osac act nm that we 
have ptrsastfA in pnj-hiji^ for nAnv of tbr^e ':l^A2^i& W* i«al k is very 
importani tiiat all of oor ptopi^' ht icociii-ina'tyifr in tiwir ability to 
('CfmmunicsLlt with oth^r parts of z'^at Jliiiied Sca&^s and eoitTeisely, 
it is important for people in other parts •>f tbe Uniied Statas to com- 
nmnicate with Hawaii an*! oi^y in ihis way -i^kii we be truly a part of 
of the United States. 

Now, yirtually every type of teIecoEuii.u7^<cau«»i services have ina- 
);ortant ramifications forth^* State. MTS. the ion^-distaiiee telephone 
^^all is a vehicle for both pers?onal and rjTifir.e?- calls and as people in 
Hawaii feel freer to call the mainland arid v:^^ versa the commerce 
>K5tween the two must increase. TVe are also •:?oncemed about video 
wTvices lycause we found that the hiirh frr>i of television transmission 
lind an adverse effect on the programs available from Hawaii 
f('lc vision stations. 

Xow, with ro/^ard to j)rivate lino services, it is very important that 
Ifnwaii liavo \]u* bonefit of tho private line services prevalent on the 
inninland and that it Vxj able to reap the full benefits of the new 

S<Tvi<M'S. 

Tho last, (lonulo has witnossod tlie emergence of a wide variety of 
iiiforinntion transfer systems, many of them involving computer com- 
nninientions. Many important operations and functions are being per- 
fornnul ()\(»r t h(» systems. They involve reservation systems, inventory 
rontl'ol systems, medical information systems, educational informa- 
lion syslems, law enforcement service and others. These services are 
ntnv incrensin^ly becoming the l)ackl)one of our institutions. It is 
inqMirtnnt for itawaii to be integrated into these systems for several 
rtM»w>ns. It run obtain the information that flows through these systems 
stirh ns vuhml>le data bases on medical information, pollution control 
in format ion and so forth. 

Any businoss rnternrise should l)o able to deliver to its Hawaii office 
nml nvoivo fn>m its Hawaii office the same level of information that 
iM «v«ibd>Io for its mainland offices. 

Wo fivl that only in this way can Hawaii trulv move into our 20th 
\\\\\\ vMst aM\turios* In addition, I think with reasonable, adequately 
priivd toUHHnun\unJoations s^^rvicos I Wliove Hawaii has tremendmis 
(Httrntial an a iH>nt<^r for Amoriimn business operations in tlie Pacific 
«nd tho OrJont, 

Senator Ino\*vf, IV you know of any other carriers wanting to 
j^M^vo Hawaii in tho \XMnmunioations tWUl ? 
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Mr. MiNAMi. Yes. Presently thei'e are pending applications for 
RCA America, to come and provide services to Hawaii and Graphnet 
System, Inc. to provide facsimile service. We have every reason to 
believe that as the nmnber of carriers grow and it is the Commission's 
policy to increase such growth that more and more of them will want 
to serve Hawaii. 

We do not want to be cut oflf from receiving services from these 
carriers. 

Senator Inotjte. Any reason why they can't come in now? 

Mr. MiNAMi. Well, we have the existence of section 222 and the 
historic treatment of Hawaii as an international point which make 
it difficult for any carrier operating on the Mainland and then there 
were designated an international point to those dcmiestic carriers. 

The separation of domestic and international services creates so 
many issues that as a practical matter service rarely happens. 

In addition, the Commission has often treated Hawaii in a pater- 
nalistic maimer with the result that it has affirmatively limited service 
to Hawaii and this should change. 

Senator Inotjte. Have you had the opportunity to study the state- 
ment submitted by the Hawaiian Telephone Co. ? 

Mr. Mix AMI. ^nator, I did read the newspaper article this morning 
and prior to the hearing I did go over their testimony. I woidd like to 
have the opportunity to submit a written response to that testimony 
after this hearing if we could, I would, however, like to say at this 
time that Hawaiian Telephone, the tenor of their testimony seems to 
be that we have a lot of these services now, why do we need to improve. 
I think they miss out on several factors. No. 1, as Mr. Heftel indi- 
cated, what this does is bring in an element of c(Mnpetiti<m and all of 
the benefits that competition brings. I think they have a different view 
as to competition in that they point to the fact that competition raises 
prices and I have a hard time believing that. 

A second point that should be raised is that they point to the fact 
we already have mailgram, we already can provide lower private line 
rates. 

"Wliat they fail to point out is with section 222 in there we had to 
fight for 5 years before we had mailgram service and even that is 
on an interim basis which may be changed at any time. 

They point to the the fact that mailgram is cheaj>er in Hawaii now 
than it is on the mainland. Well, every carrier that is doing, mailgram 
service now will tell you that it is losing money and I think Western 
Union wUl point to tliat because we have five carriers doing it. Given 
the fact it is losing money what assurance do we have thi^ low rate 
will continue in the future. 

The second point, on private services, A.T. & T. says we can provide 
this now, lower service^ What our testimony indicated is that they 
themselves are receivisriff opposition from the International Recoixl 
Carriers who say, look, if you let A.T. & T. provide that service it pro- 
vides an unreasonable burden on us, the International Carriers, because 
we are limited to gateway cities whereas PolTel & T. and A.T. & T. are 
not. 

The existence of section 222 has caused a lot of additional problems 
notwithstanding the fact we have these services. We fed nitiiout 222 
many of these problems would disappear. We won't have to spend all 
of that time fighting for these things. 
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Senator troun. Fc«r the record^ agaiiu the statenuHsfe joa haTe 
giTcn this afternoon has the aj^roval of the (Jovomorl 

ilr. Mi^AXL Yes ; it does. 

Senator Inoute^ I thank you very much. Tou have be^i helpfnL 
May we receive your more detailed response to the Hawaiian Tele- 
phone Co/s testimony. 

>Ir. iliXAjcc. Yes ; we will provide it. 

Senator Ixoxtte. Without objection that statement will appear afker 
your testimony. 

[The material referred to follows :] 

AppE3njn 

Hes-sobt «v TELECffMXUjncAXTOTfs I>i9CKiaci:rATiD3r LscFosD ozr TSE gTATE or 

Hawah 

Hawaii iMcaiae a state in 1969. Statri&ood^ howrrer^ did not brin^ telecom- 
mtmieatioai ecjaalitj for Hawaii whicii IiisCf^teaUy has been tiie Ttetim of 
diserimiaatioii with Tesgeet to teieeommnnicatioiid serrices and rates. The llzst 
tentative steps toward iategratioii of telecomTn mif catjooa services did not seii- 
oaalj bes^in until the Federal CommTZzii<!atioiis Commissioii^s 19^ Domestie 
Sfttefiite I>eeis^maJ' In these inqMrtant deeisons the CommisBioii set forth its 
poiieies with respect to new satrilite syst^ns which the major carriers wexe 
the» piaimiDir to develop. The ComnuasLfm decided that the new satellite systems 
woold be the vehicle for secoriB^ the integration of points in Hawaii, and other 
socaHed •*oiffsh<JTe points,"" into flie domestic rate pattwm. The Commissioa noted 
that sit^Stes drastically reduce di^ance as a factor in rat«nalang: The '^off- 
Aore pointir are Hawaii, Ala^a, Puerto Bico. and th^ Tirgin IsIandSw aithoo^h 
tfte issues aie not alwajs the »uiie for each point. For the parpoee of telephone 
aad teiegnph services, Hawaii has always been treated as an ~intematL4(«al'' 
locatSon. The resnit is that higher rates prevail in Hawaii for eqniTaI«it services 
over eqratvalent ^Hstanees than on the Mainland. And, in certain instancesy no 
cqnivalest MTffee is available. 

The ComaadaKkfik in Its 19^ Orders save the carries wiio serve Hawaii a period 
of time In which to make proposals for rate iotecration. However^ for three 
years after tbo^e Orders the carrier dragged their feet. Xo meanin^^fnl rate inte- 
irratloii proposals were made^ Be^fnnin^ in May. 19T5. the State ol Hawaii be- 
easoe concemed that domestle satellites would, is fact, «Eter serrice withoat 
aaj smtisimeHarj rate Intesiatioii for senriees to and frtmi Hawaii heinz ineinded. 
The GovemoT adrised the Commiissioii and tiie carriers at that time thst the 
State would oppose aathorlzatioiis to ccmmence service on the new systems in 
the absence of soLtistaketOTj rate and service integratioii. In addition, the State 
retained special t mumnttlc aLtkmg e mias^ who woold rnterrese on behalf of the 
State In appropriate p r o ee edln gi hcfdre the Federal Commnnlcatioiis Commis^aoii. 

On October 20, lSri5^ the State filed a petitloii at the Commissian attempting to 
force the Issue whether the carrfeia woold operate the new satellite systems 
wItlMMit satfsEfaetorv rate integnrtloiL 

On Deceodwr 9, 1975, the Senate hrid hcarinss <m Senate Besolntion 318 
wUch was introduced br Senator Inooye for lifmseif and Senatns Fon^ and 
FastiyRL Hhmt Bcsointtai oOlcd iqM« tlie Federal C ommnnlfatlo ns Commisffdofn 
to p r oceed with its annoanced policj of rate int^ratlon and was pnHnptlj 



Alter Senate BeMifaition ZIS was introdoeed, hot before hearings wne held 
Oe CondnlHion In a Mesnofaadtim Opinion and Order, F.CC. 75-1334 (released 
Beeenter Ifl^ 1975), arantad the State^a petftSon, eontrmed Its rate Integration 
poUcy and stated that aoch poUeiea were to be appr ov e d before the ose of 
dflmcigtle ustefHte fueJHtlea conld be authorized. 

Tlie Slate has v^arHdv^tted in a large BQmher of proeeeAngs at the C<Hn- 
adnlon in Ofder to emrrr oat ita vMer, We have found that onlj hv sadi inter- 
vention, where the earriers and the Commiaaion are eo mpefled to listen and 



> 8«« SMvad K«pMt sa4 Ofd«r« Z& FCC 24 S44 (1972) sad Mes is rsad — Opiaioa and 
Orier. Z9 FCC 24 d% (1972). 
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to consider sierionsly the State's claim for Justice, is any headway made. One 
of our problems is the lethargy that is evident and attributable to the fact that 
the international classification has existed for a long time. Another, of coarse, 
is that the carrier's economic interests are directly affected. The carriers be- 
lieve that they have a vested right in insuring that this classification is main- 
tained. The Ck>mmission staff is accustomed to dealing in these terms. Con- 
sequently, every step taken by the State to seek improvement requires breaking 
with past practice. This is accomplished only with substantial effort 

The rate integration policy pursued by the State is based on obtaining ele- 
mentary justice and a recognition of certain facts of life. Basically, the policy 
calls for services between Hawaii and mainland points to be based on the rate 
structure prevailing on the mainland for a given service. <For example, a 2500- 
mile call between Honolulu and San Francisco should not cost as much as 288 per 
cent more than a 3000-mile call from San Francisco to New York.) As can be 
expected, the "special" treatment accorded Hawaii points almost always has 
resulted in higher rates than would have prevailed were Hawaii points treated 
as not so "special." Treating Hawaii points in a similar manner as mainland 
points gives to the State a community of interest with other states in dealing 
with telecommunications services and carriers. Over the long term, we believe 
that there is strength in this association. 

One point should be made clear. We are discussing the problem of telecom- 
munications services between Hawaii and Mainland points. This affects the 
party on the mainland who wishes to communicate with, or receive a commu- 
nication from, Hawaii. 

We also realize that Hawaii may have truly special problems. Because of the 
long distances separating Hawaii from the mainland, the State can especially 
benefit from new technology, like satellites. Therefore, we continue to explore 
developing, where appropriate, approaches especially suitable to the State, such as 
direct links to eastern mainland points. 

One additional important concept should be mentioned. Over the longer term, 
the State has taken the position that developing com|)etition among carriers, 
where feasible, is the most desirable mechanism for improving services and lower- 
ing rate levels. 

Such efforts have paid off and substantial rate reductions have been accom- 
plished. Gains have come about in part because the CJommission and its staff favor, 
at least as a general principle, rate integration. At least they did for a while. 

In a Memorandum Opinion, Order and Authorization, F.C.C. 76-666 (released 
July 20, 1976), the Commission approved a proposal for the integration of main- 
land/Hawaii MTS • and WATS * services into the rate and service pattern appli- 
cable on the mainland, and authorized the commencement of conmierdal service 
over the AT&T/GSAT COMSTAR domestic satellite system. 

AT&T/GSAT's COMSTAR satellite began commercial operations shortly there- 
after upon the carriers executing and filing commitments to rate integration. 

In a Memorandum Opinion and Order, F.C.C. 76-1089 (released November 30, 
1976), the Commission approved a proposal for integrating mainland/Hawaii 
telex, telegram, video, and private line services into the mainland rate and service 
pattern. In this Order, the Commission also held that its rate integration i>olicies 
apply even to services using non-satellite facilities. 

The Commission's rate integration orders cited above represent significant prog- 
ress. However, there is still much to be done. Since many of the gains are a result 
of Commission policy that deviates from the historic pattern, and are not based 
on statutory modifications, a change in Ck>mmission staff or attitude could cause 
a reversal of this trend or an erosion of gains. This is an ongoing problem, 
partly because of changing technology and partly because tiie carriers are clever. 
As new facilities and new services become available, we must address new prob- 
lems associated with assuring that there is not invidious discrimination with 
respect to points in the State. Also, as carriers become familiar with the 
language of Commission policy, there will be new assaults on the spirit of the 
policy, and on the gains of the State, especially as changes on approaches to rates 
and services are put into writing. 

Specifically, at the present time, certain accomplishments have been challenged : 



* MTS is Messaiire Telecommtinlcatlons Service — ^nstial lonfr distance senrice. 
*WATS is Wide Area Telecommtmlcations Service — a long distance service generally 
characterised by a flat charge for extended usage. 
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<A> Th» Mi^faifc^nl^ fom ftigth^g eati^ ini»yrafiAn fag ITTS h— h— tA«— »— ^ ^ 
carrier diivvtet d^tr iftTMoa of rereanes. HoiircireK, clw carriera acsrias Hawaii, 
BAlike carriers aerrinc etrtain oCbar so-caUtd offt&M* jiintff» ba^e a ifrrttnitf and 
contiauiBC agrecsMSt tlMU was aafoCiated with tba bal^ of tlia State;. T^is abould 
ai«Mire for Awaii lerTlee no driaja ia cfce arhtdnfe. The 3tite ^**niiFr to panat 
this matter ^S^ommaisf. 

(B> Hawaiiaa Tekplhciie Coaipaaj and tbe Aoierifan Telephone and Telesr^ 
Company bave proposed to integrate taSi^ tiie rate stmctoze for prtrate line lele- 
piM>ne MTViee, effeetiTO July 1^ 1977. The TntrmationaT Bccocd GkrrieTS, XTT 
WorldeofB, RCA Globcooi^ and Western Unioa TBteraatfonel hare stronionBlj 
opposed tbiji Bu>Te tbat would sreatlj redoce rates. Xot only hare tbey opposed 
tbU proposal, but tbey oppose erery proposal by any carrier for new serrlce to 
Hawaii. 

Tbe cballeDi^ win be met by tbe State. 

A.S baebgroond, tbe attainted dwrts set fiortli tbe rate cfaangi>s ^ected by tbe 
rate integration orders. 
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Obabt 2 



Effective March 29, 1976 

RATS TA3L2 
U.'S. f/.uir.tond — Hov/ci! r/ict::^^^ Tolcp'aono 
l/iilccfo natci Concj wnd Corresponding Rates 



DIAL £TATIO.V.TO-STA7IO.\' 


, OPHP.ATOa STATION.TOSTATIO.N, Pc.?C0\'.Tp.?2P.C0M 


f/.:LEACE 
RATE 
SARD 


J 


;;iTrAL?E;tioo 


Additional j 
Minutoi j 


Dial 

•Su;io<y:o'SutioA;^ 
1 


0?cRATOa 


All 


Su::or>>(o4:auon 


PonccfXo-Ponon 


DAY 


ALL DAYS. ALL HCUaS 


DAY 1 


1 

•ViAulO 


lni::al 
3 

•V.iAUtO» 


Initial 

3 
^linutiK 


Dial 


S:o.-to-Std. 
Pyr,.:o-?ur. 


Sand 1 
Bsr.d 2 
Bsr.d 3 


.89 

.99 

1.04 


3.15 
3.55 
3.75 


6.30 
7.10 
7.50 


.68 

.78 
.83 


.80 
.90 
.95 



Oond 1 — Af.2on«, California, Idoho, iN'evida, Oregon, Utah, V.'oshins:on 

Sflnd 2— Arknnsas, Colorodo, IKinois, Iowa. Kansoi, Louisisna, V.inr.o'.ota, t/.i'>;ouri, iV.ontana, t^ibr»\'<i, N'ow tAiKtCOg 
Morih Oakoi*!, Oklahoma, South D4'<<o:a, Tox^:, Wisconsin, Wyoming 

Cand3*> Ah>bam3, Connecticut. Delawpre, Dis'.ric; of Colurritiia, Florida, Gcor;ij, Indlona, Kentucky. iVaine. 

MarvlaAd, iV,asiachusc;u, .V.icMaOn, .Vwijijiippu .\<«*v Hcrr.pihiro. i\o.v Jcricv. .New Yoric, .Nor;ri COt'oUr.*, 
OtWQ, Ponntyivania, Bho(i^ lilicC, South Curofir.a, Tonn»itru, Vdrmoni, Virginia, Warit Vtr;ini« 



RATE DISCOUNTS A.ND A??LICATIC.\' PERIODS 





N'.ON 1tUSS| WcD THOnj rF.l | SAT j SUN | 


C:00 AM 

to 
•S:00 PM 


Day Rote Period j 
PULL RATE 1 








1 1 :00 P.V, 
to 

•S'CO'A.V. 


'\ Nioht i Wc?<?ni .-;ate ?or.od j 

1 ' ■ ■ V i/js :"..icouf.t { 




1 V , . . . 



Discounts apply lo totjl c^ar^cs 
(or D>al StalicnioSiJiion 
moss3.^cs ir\i to lotoi Adoiiion-.t 
r.'.inulo Ch^f;-' 9n)Y Ic* 
C^cfotc $::.:'CitoStj:.cA snd 
Porson-to f*:f5Cn rr...'v«).;ci 
with to;ji (foc:iO(iii amounts 
rounded do>vn to tJiJ :o.vjr conl. 



* to but not tncivding 



«r ApptiCMOid only to i*ni p.iia CuUi rtijicd (ro.n a Duslnc\; 
rasidijncd tolopnona or cr.:;i placod I.'o.^ soc^ tolc.i^cnos %si;r 
oporator w.^sr^ f^iuiidr bf* not av.tii.;bi<) lor c<») cont^il^ition. 



or 
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STEP II 
Effective July 1, 1977 

RATH TABLE 
U.S. Mdin.'cr.d — i IwV/Jti »\*05iCC0 Tcfcphonc 
l/iilco^o Roto ^nd ond Corrospondinj Rotes 



DIAL STATU 


D.\'.TO-STATIC:; 


. 0?2RAT0r» ST 


ATiorj-TO-cTATiorj.Pcnco.\'-TO-PzasoM 


l4^LEACc 
RATE 
OANO 


LMTiALfcAiOO 


AdcKtlooAl It 


Dial 
5ia*Joo.to.S:aiJbnft 


0?cRA70a 


All 


C-ji;or.-to-Ct5lion j Pcr.ofvtoPcnon 


Messagts 


DAY 


ALL DAYS. ALL HGUHS 


DAY 


Initiol ' 

1 

t/Jnuto 


lni:i£i 
3 


Inhlol 

3 
M!njtM> 


Dial 


Sta.«io-^ta. ij 
II 


Band 1 
Bend 2 
Band 3 


.72 
.78 
.81 


2.70 
2.95 

3.10 


^♦.93 
5.78 


.53 
.59 
.63 


.65 

.69 



Hand 1 — Athono, Califorr.io, Idaho, f.'dvsda, Otc^on, Utah, V.'oshinston 

£iaod2'- Arkansas, Colorado, IMino.'i. loiva. Kansai, Lourslcna, •V.innc:cia. tM'nouu, iV.ortt3r.a« ^*bbr•s<a, f^wMtxico^ 
North DoAOid, Ok:aho.Ti3, So.i;h uj<o;3, Toxix, Vnscor.sin. Wyoming 

8and3.- AUbama, Conneciicu:. Co!a.vare, O'.strlc: cf CoSurr.bia. Fiorlil), Georsia, Ir^diana, Kentucky, ?/ain9, 

f/taryiand, '.'.assacnuic::s, '.'.ichljan, ;.'.::i:t;:?pi. i\sw Ham?5h;rt», N'ow Jarssy. Now York, N'orxh Ciro'.ina, 
Ohio, Pcnniylvania, Tihoda IsUnd, Sou;h Ccrollna, T«nftrf4iarf,.Vo/'mont, Virclnla, Vi'tfil Virginia 



RATE DISCOUNTS A.\0 APPLS-ATION PZniOSS 



moo AM 

to 
•5:C0 P.V. 



6:00 r.'.t 

to 

•n :00 PM 



f/.OM TUES V.cD THUH I F/ll SAT 



Day Rate Pcnod 
FULL RAT£ 



1 1 :C0 P.V. 1 
to j 

•8:00 AM 






iEi 



IV 'p >ir'::o.;.-.t r 



■•;£^i 



DISCOUNTS 



Discounts apply to total chargof 
for Dol Stotion'to-Staiion * 
mcJf:>ocs and to to:ai Additional 
Minuio Core:?! only lor 
Opcfitor Staticn-ioStaiion and 
Pifton-to-Pcf Jon nuMjcgrt 
with totBl (ractionji ^mounit 
rounded dOA-n to tho lo»var cont. 



lo but not including /.' Ap,^!•cci<i« only to lont p^id ca".:* riijlad itom a Itusincts or 

ri>iid-jnc< 10:9.-^0.-.* Of CJJit plic.-'j U'c^^ tuch Tolophcnov witn ifk 
o;>'j(4i.ot v^^«r«> (jciuirii «ri) not,A«'jiibJii< fur diJ conip'><>;ion. 
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OHAttr 4 

STEP III 

EffcctivG January 1, 1979 

RATE TABLE 
U.'S. Mainland — }-!n\vaii f/c;;cco Tolophono 
r/titosco R«;o ^nd and CorrcsponcTi.'ig Rates 

DIAL STATIO.N-TaSTATJON. 0?cRATOa STATI0:;.TOSTATI0.\'. P2nC0?i-TO-?c?.SO.M 



1 MlLCACc 
1 PJVTE 

1' BAND 


1 IN'ITrAL PERIOD 


Additional 
Minwici 


Suiioivto-SiatronJ* 


or»caATo.T 


AU 
MctMtos 


S-jtioft-to-Gtaiion 


Porrorvto-Pcrton 


DAY 


ALU DAYS. ALU KOUaS 


DAY 


IrtTtlal 

1 
r/anut» 


Initial 
3 


Initial 

3 
f/iinutcf. 


«•» <^na |-r?;=,: 


1 Ecndl 

1 Bsnd 2 

Band 2 


.51. 
.56 
.58 


2.25 
2.35 
2,li5 


3.55 
3.80 
1*.05 


.38 

.UO 

■ .1.2 



Band 1 — Arizona, Caiifornia, Idaho, Nevada. Oregon, Utah, Washington 

Band2— Arkamss, Colorado, Jllinois, lOAa, K.*.nsav Louisiana, '.'.innetota, N'.rssouri, Monana, Nsbraska. N'ew Maxico, 
North Dakota, Okloho.'ha, South Oa^tota, Texas, Wkv.'or.sin, Wyoming 

C^ndS— ASdbama, Connecticut, Delaware, District of Colurr.bia, Florida. Gaor^ia, Indiana. Kentucky, .Viaina, 

Maryltind, f.'asuchuseru, .'.'ichicjn, Wissiyippi, Nsw Kampshirs, Now Jersey, New York, .\'or,h CarcUna, 
Ohio« Pcnmyiyania, Rhoda UUnd, Sou'.m Corciina, 7anno&&&e,.y8rnrvont, Virginia, We«t Virginia 



HATE DISCOUNTS AND APPLICATION PcI^IODS 



- 


MON TUcS WED JTKUa 


rRI 1 SAT 


SUN 


8:00 AM 
•lo 

•5:0O.PM 


Day Rate Period 
FULL RATE 




i:V: ::":*:': 


&:00 PM 

to 

•U:0DPM 




iod I 


n :00 PM 

to 
•.8:00 AM 


i iNisM & VV-.-ckcnd 
'\ oCXiDiSC 


niie ?c 


xjni i 



oiscouNr^ 



Discount apoly to loi.^l rh»r;e$ 
lor Dial Station-to-SfoMori 
messfioej and lo iotji Adiiiional 
Minu;« Ch3';es only for 
Operator Sti'.iOnMoStdUon •.•><j 
Pcfjon'to-Pcrson m*'$v-><;et 
with total fractional omounti 
roundod down to lU* iowar coiu. 



* 10 but not incluoing 



/^Applica&la only to vont pa.d calls dialsd (ro.T> a businovj or 
reudoncA toicphona or caiis placed from »uc.*> taiephonas wit.*> ai\ 
Op«r«tor «vhorrt (4Ci>«l<4« ara not tvailabia (or dial ccmptdnon. 



CHART 5.-VIDE0 RATE INTEGRATION FOR THE STATE OF HAWAII 



Before rtte Intflgratioii 



At of Aug. 2. 1976 



1st 10 Eachaddf- Eachaddi- 

nlniitas tfonal miniiti 1st M hour ttooal mlmiti 



One-half circuit Honolulu to CalHomla 

One-half circuit Honolulu to New York 


11,175 
i;650 


86.00 


1250 
250 


"in 
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CHART 6.-TELEGRAM RATE INTEGRATION FOR THE STATE OF HAWAII 



Btlore fitt As of Aug. 4, 
intefration 1976 



FiiH>ratotel«<rain:i 

Rate per word, 1 to 50 words > JO. 21 JO. 21 

Rale per word, each word over 50 .21 .10 

Lelttr telegram (tvemigtit):i 

Rate per word, 1 to 50 words 2 _ .105 .105 

Rateberword, each word over 50 .105 .05 

PuWte opmlon metsagvs: 1 to 25 words* 1,50 1.2$ 

1 DnHke on the mainland, there is a charse for the address and signature. The rates are the same as the per word rate. 

* FiH rate telegrams have a 7-word minimum; ovemi^t telegrams have a 22-wonJ mMaMHUw Fewer morde may le 
aeiit. but a minimum of J1.47 Is charged for fuN rate or S2J1 for overnl^ 

< Public opinion messages may be sent to "authorized addresses" such as the White House or the Congress. No addi- 
tional charge is made for these addresses. 

Note: A charge of one-half the total bifl is made if customer wants the message repeated (confirmed.). 
CHART 7.-TELEX RATE INTEGRATION FOR THE STATE OF HAWAII 

Before raie 

integration Sept 1,1976 Jan. 1,1977 July 1,1977 Jan. 1.1978 

Istmlnutei ;2 J2.00 U.90 U.tO ^.70 

Each additional Htth minute 2 .20 .19 .IS .17 

CH^IHHWtMivM charge permenth*.... 10 N.0& 10.00 10.10 10.00 



1 1 rninote mNmum, 

»E<|U!pm«it€lMiifei, ^ _^ 

lewiiitaddflwnalcharpe: 76 oeuls fixed charge per cait pkm 10 cents pw minMte (baeed upo« oharoatbte diwatttn ef eaW). 



> E<iuipnifnt cliaive is for m aotMMtic teleprinter. Tran inil ie lDm «Mt frem a poMfc telex veil m% wMedt to the fel- 

. ..-.. . ■ (CSdui * ^ 



Mote: Tie-lim cenneetioiis are furnished wfthoit additional ehtrge If J900 of 'leNs |Mid hire'* is nanaiiteed per cil- 

•iidar yev (or J120 per calendar yeer fer tie-in* eonnectiont in ether than the Mtometic teleorh it ti cata^ryX 

CItART 8.-AV0 RATE INTEGRATION FOR THE STATE OF HAWAII 

A-T. * T. KIFL 

rate for 

Present comparable 

IRC rate* <fistaocess 



Nofiolola to California 0,770 ($1, 170) 

'• - C;0» (2,564) 



to New York. 



1 Local and extemrion channel charns are extra. 

• iRC'shavefrropesetfto match any A.T.&T.meinlaitd rale fbr compatible dltlMoee.A.T.&T.htswiHlon to the Federal 
Cemmuiiieations Cemmissien Indicating that AVD relet will be fled sborttv using A.T. & T.'s MfL tarit structure. If 
aepreved, comearable MPL rates, Honolulu to New York and Honolulu le San Francisco or Los Anwles^ are as shewn 
above. These rates in parentheies n are those mat would prevatf Joly 1, 1977, and which give effect tor MPL rate reductions 
currently propeeed ti bo efficdvi June 0^ 1977. 

Statb of Hawah OmcB op thk Dnuficroit, 

Depaktmbnt or RKotrtATOBT AoEwcnce, 

Honolulu, HiJwaU, /mne 2, 1917. 
Hon. Esmccrr S. Hoix^ims, 

Chaimum, Bubcornanittee on Communioation^, Senate ComnUtiee on Commerce, 

Bdenoe, and Transportation, RueseU Benate Offloe Building, Waehinpton, 

D.O, 

Deab Chatbuan HotLXNoa : The Subconmiittee on Commxinications held field 

hearings in Honololu on April 15, 1977, on S. 1162, a l>ill to repeal Section 222 

of the C^mmimications Act of 1934» as amended. At that hearing, I testified on 

behalf of the State of Hawaii, and was granted permission to supplement our 

views for the record. A representative of Hawaiian Telephone Company ("HTC") 

also testified at that hearing. HTC made several statements during its testimony 

with which the State takes issue. This supplemental statement is submitted for 

the purpose of .assuring that there is a complete record on these points. 
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HTC contends that Section 222, as It affects Hawaii, only deals with the issue 
of which carriers serve Hawaii. According to HTC, rates to be charged and 
services to be provided are not affected by Section 222. The State submits that 
this interpretation of the implications of Section 222 is overly restrictive, and 
does not in fact portray the real impact of Section 222 on the public. 

At the outset, we would identify the most pernicious effects of Section 222, 
which classifies Hawaii points differently from mainland United States points 
for purposes of telecommunications services. Hawaii points are classed as "inter- 
national." By virtue of Section 222, Commission policy and tradition, it is often 
difficult to tell where one ends and the other controls, there is a bifurcati<m 
between domestic and international telecommunications services. There are usu- 
ally different carriers, different services, different rate structures and so forth. 
The net result is that fewer services are provided for Hawaii points and at higher 
rates. The State's economy and people suffer, as do all those who do or would 
communicate with our State. 

S. 1162 would repeal Section 222 and eliminate all basis for discrimination 
against interstate telecommunications services for Hawaii. Henceforth, Hawaii 
points would be treated on an equal basis with mainland U.S. points. We are 
saddened that Hawaiian Telephone Company does not understand this point and 
the importance of the State fully joining the United States. 

Let me turn now to certain specific points raised at the hearing. HawaU is 
presently provided telecommunications services by the International Record 
Carriers ("IRC*s*'). Pursuant to § 222(a) (5), the IRC*s may only provide service 
between Hawaii and certain cities on the mainland designated as gateways. Twp 
points are of particular significance here. First, whereas Section 222 only relates 
to telegraph services or record services, there has not been any clear and 
consistent interpretation of the specific services covered by those terms. These 
services are rapidly increasing in number and imi>ortance. They include a wide 
variety of computer based services necessary for a technologically advanced 
society. Further, as noted in my previous testimony, the Federal Communications 
Commission and United States Court of Appeals for the Second Circuit differed 
over whether mailgram was a service within the gambit of Section 222. Similarly, 
Western Union's authorization for domestic satellite private line services or the 
Western Union/Public Broadcasting Service/Corporation for Public Broadcast- 
ing interconnected educational television system may not be beyond further chal- 
lenge from some party. 

Thus, Section 222 does have a direct relationship to the nature and types of 
services provided to the citizens of Hawaii and those who communicate with the 
State. In a strictly literal sense, HTC is correct in asserting that if Section 222 
precludes these carriers from engaging in these services, other carriers could 
conceivably provide them. However, in point of fact, such carriers probably would 
not and in many instances have not. For example, Hawaii does not receive the 
following services : Datagram, Datacom, Teletypewriter Exchange (TWX), Wide 
Area Telephone (WATS), (although AT&T and HTC have filed tariffs to provide 
WATS effective August 1, 1977), Infocom, Dataphone Digital Service (DDS) 
facsimile, data packet switched and a variety of broadband services. There is 
presently no legal imi)edlment to HTC, in conjunction with AT&T, providing 
these services but thus far, HTC has not. The State submits that no justification 
exists for precluding other carriers from providing these services. Section 222 
may be a bar to these other carriers providing these services. In that respect 
Section 222 imposes a continuing discrimination upon the citizens of Hawaii 
and those who communicate with the State. 

Section 222 msLj have a direct effect on rates. To the extent that the IRC's 
must route traffic via a gateway city, rates are increased for these services. For 
example, recently AT&T and HTC filed rate integration proposals for mainland/ 
Hawaii private lines services. Under the AT&T/HTC proposals, the monthly 
charge for an alternate voice/data channel between Honolulu and Detroit would 
be $2,223.40. This rate was computed on a direct point-to-point mileage basis pur- 
suant to AT&T Tariff 260 ("MPL"). Under the IRC's "gateway pricing," the rate 
is $4,987.20. While the State has taken issue with many of the IRC's contentions, 
the State does believe that the IRC's should not be restricted by the gateway 
provisions of Section 222(a) (5). The State supports repeal of these restrictions 
which clearly affect the rates for mainland/Hawaii services. If there was no 
gateway "argument," and/or no gateway restriction, we would today have much 
cheaper private line rates. They have been proposed and we have urged the Com- 
mission to grant the necessary authorizations. 
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HTG refers to lower rates for mailgram. However, HTG does not mentloii that 
Hawaii was deprived of mailgram for Ave years after its introduction on the 
mainland, and it is now being provided on an interim basis pursuant to a joint 
venture of all carriers. It remains to be determined which carriers will ultimately 
provide the service and the rates to be charged. While mailgrams filed by tele- 
phone or over the counter between Hawaii and the mainland are less expensive 
(by onl y 25 cents per 100 words) than mainland only mailgrams, those filed by 
telex or TWX are more expensive between Hawaii and the mainland. In addition. 
the disparity in rates increases as the length of the mailgram (e.g., minutes of 
use) increases. Finally, there is no assurance that even the mailgram telephone 
rates will remain lower. The present mailgram authority is temporary and more 
conducive to "careful" pricing. 

Hawaiian citizens and those who communicate with the State pay higher rates 
for telex services than do citizens on the mainland. The rate structures are also 
disparate. Under the "international" structure applicable to Hawaii, terminal 
equipment charges and transmission charges are "bundled." That is the "inter- 
national" transmission charge reflects some portion of the "international" equip- 
ment cost. This makes rate analyses extremely difficult. The effect is, however, 
that many mainland users who communicate with Hawaii must obtain domestic 
equipment yet pay the "international" transmission charge. These users are, 
therefore, paying for "international" equipment which they are not using and 
which, in fact, is not available to them. The F.C.C. has instituted a rulemaking 
proceeding (Docket 21005) to analyze the effects of this practice. Docket 21005 
will also consider an interconnection arrangement for international telex and 
domestic. telex which would moot HTC's assertion that if Hawaii became a do- 
mestic point, telex subscribers would require two machines, one for international 
telex and felie other for domestic telex. 

With respect to high speed data and voice grade services, HTC's statement 
that the present mainland/Hawaii rates for these services are somewhat higher 
than on the mainland is misleading. The present rates are significantly higher. 
For example, IRC rates for an alternate voice grade channel between Honolulu 
and San Fnancisco is presently $3,770 per month. RCA American Communica- 
tions presently offers a rate of $1,000 per month per channel between San Fran- 
cisco and New York. The AT&T/HTC proposals would integrate Hawaii into the 
domestic rate pattern and in that respect, the State has supported them in prin- 
ciple. HTC's comment that such integration is dependent upon the removal of 
the service ban on AT&T is incorrect. The ban on AT&T serving new customers 
via the domestic satellite in no way precludes integration of existing customers. 
Nevertheless, these are proposed rates which have not been approved by the 
F.C.C. and, at present, Hawaii users are being charged significantly higher rates 
than on the mainland. 

I feel compelled to comment on the statements made by Hawaiian Telephone 
Company's representative concerning public message telegram service. The issue 
in this proceeding is not intrastate service, but service between the mainland and 
offshore points. In the Response of the State of Hawaii to the private line rate 
integration proposals of the IRC*s no further rate change in telegram service 
was requested. However, it was noted that the significant difference in domestic 
and international rate structures (i.e., word counting rules and delivery charges) 
not only makes meaningful rate comparisons difficult, but creates confusion for 
the consumer who is required to become knowledgeable of the rate nuances of 
two systems. 

In 1072, the F.C.C. determined that Hawaii and the other off-shore points 
should be integrated into the rate and service pattern applicable on the mainland. 
The State of Hawaii has vigorously pursued rate integration issues. HTC and 
the other carriers have used Section 222 as well as other substantive and pro- 
cedural issue^ to impede progress in this respect. The State would welcome 
HTC's sup|x>rt. Thus far, rate integration has benefited the people of the State 
of Hawaii and those who communicate with the State. However, contrary to the 
public statements of HTC, rate integration has not adversely affected the reve- 
nues of HTC. During my testimony, I inromised to provide Congressman Heftel 
information as to HTC's volume and percentage increase in revenues in Step I 
of rate integration. In spite of the rate reductions implemented by Step I of 
mainland/Hawaii rate integration, HTC's revenues increased by $18 million or 
26% for the twelve-month period, April 1976 to Mardi 1977, the most recent 
period for which data is available. This contradicts HTC's public statements 
about declining revenues due to Hawaii rate integration. 
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Finally, in response to que0ti(Hi8 during the AjpriX IS, 1977, hearing, tbe 
representative of HTG stated that competition is not necessarily in the best in- 
terests of Hawaii. The State strongly disagrees with this statement. The IT.G.C. 
adopted a limited ''open sky" p(^.cy in its domestic satellite orders. That policy 
has encouraged several carriers, Le., RCA Americom and Graphnet Systems, to 
offer new services to Hawaii at attractive rates. In some respects^ these service 
offerings compete with HTG/ AT&T and, in others, they fill a void where the 
telephone companies have refused to provide a service. These competitive alter- 
natives clearly benefit the citizens of Hawaii and those who commimiacte witk 
the State. Arguably, they may not be in the best interests of HTC. However, in 
this respect, HTC should not confuse its economic self interests with the overall 
public interest of the citizens of Hawaii and other users of mainland/Hawaii 
services, who quite clearly have benefited from competition. The current low 
video service rate to Hawaii is a clear example of the impact of and benefits 
attributable to competition. In this particular case, the potential entry of RCA 
Americom and Western Union into the video market stimulated significant rate 
reductions. 

Once again the State of Hawaii reiterates its support for S. 1162 and for the 
obliteration of all policies that classify Hawaii as an "internationar' location for 
telecommunications purposes. 

Thank you for the opportunity to provide this additional response for the 
record. 

I have had an opportunity to review the written transcript of my testimony at 
the April 15, 1977, hearing and have found it essentially correct. 
Very truly yours, 

Wayne Minami^ Director. 

Senator Inoute. Our next witness is the senator from th^ State of 
Hawaii, John Leopold. 
Is he here? 

STATEHEHT OF HON. JOHN LEOPOLD, STATE SENATOR, 
STATE 07 HAWAII 

Senator Inouye. Welcome, sir. 

Mr. Leopold. Before going into my statement, I would like to make a 
oout>le of comments. 

First, the fight for equality, as I am sure you can appreciate, is a bi- 
partisan fight which reouires the total support of the people of this 
State, as well as the total support of both sides of the aisle in the Con- 
gress of the United States. 

Second, \dth respect to rate integration, I think it is important 
that Hawaiian Telephone Co. have the opportunity to be made wnole, as 
the order of the FCC so indicated. 

When I was in Washington in January, I had an opportunity to 
speak to two of the members of the FCC, Mr. Abbott Washburn and 
Mrs. Margita White. I have also had occasion to correspond with Mr. 
Benjamin Hooks and Mr. Richard E. Wiley, when both served on the 
FCC. I feel that the Commission has an obligation to meet head on a 
basic policy decision ; namely, who should pay the burden for Hawaii 
achieving ecjuality in long-distance phone rates ? 

I don't thmk the rate Siould be passed on to the local telephone sub- 
scribers in Hawaii. . .' 

I believe, and I think the Commissioners with whom I spok^ also 
believe, that the A.T. & T. subscribers on the mainland should subsidize 
Hawaii achieving equality in long-distance phone rate integration. 

The Commission will have to meet that policy decision head on in 
the near future. Speaking to my written prepared testimony, I would 
like to express my support for S. 1162, introduced on Mami 29 by 
Senator Daniel Inouye. 
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It is distressing that Congress has dragged its feet for so long on 
the need to amend the Federal Communications Commission Act of 
1934 hj deleting the terms of section 222 which specifically except 
Hawaii from the definition of "Continental United States/' 

Although the FCC has taken favorable action on the availability 
of mailgram service in Hawaii, there remains the need to equalize 
other areas of communications between all 50 States. As stated by 
FCC Chairman Richard E. Wiley in his testimony before a House 
subcommittee on March 23, "Deletion of section 222 would bestow the 
full rights of statehood upon the 50th State." 

Although on June 11, 1975, the FCC decided that Western Union 
was eligible to provide mailgram service to Hawaii, the plain lan- 
guage of section 222 of the Federal Communications Commission Act 
still raises questions about the legality of Western Union providing 
such service to Hawaii. As you know, Hawaii, by the terms of section 
222(a), (6), and (10), is excluded from the definition of domestic 
points. This section must be repealed. 

As I indicated in my written testimony to the U.S. Senate Com- 
munications Subcommittee in support of Senate Resolution 318, which 
was introduced by Senator Inouye and which passed the Senate unani- 
mously by voice vote on Dec^nber 11, 1975, the fight the people of 
Hawaii are waging for equality in long-distance phone rates and mail- 
gram service is, in reality, an extension of Hawaii's long-time crusade 
for equal rights. 

S. 1162 should be promptly and favorably acted upon by the Con- 
gress in order to remove the legal roadblock preventing the FCC from . 
treating Hawaii equally from other States. 

Despite statehood 16 years ago, Hawaii basically has continued 
to be treated more as a foreign than domestic point in the Nation's 
t<5lecommunications rate structures. 

This has meant islanders being charged substantially more than 
mainlanders for some services, such as long-distance telephoning, 
telexing, and radio and television transmitting. 

Senator Inouye and Governor Ariyoshi are to be commended for 
giving high priority to obtaining telecommunications for Hawaii. 

Their efforts clearly deserve strong community prompting and 
support 

It has been my pleasure to serve on the Governor's telecommunica- 
tions task force. 

Senator Inoute. Thank you very much. Senator Leopold. 

How do you respond to Hawaiian Telephone Co.'s contention that 
the repeal of this section may well raise the cost of communications 
for the people of Hawaii ? 

Mr. Leopold. I have not had an opportunity to read Hawaiian 
Telephone Co.'s statement which was submitted to you. 

But, as I said at tlie outset of my remarks, I think it is fair that 
Hawaiian Telephone Co. be made whole by any rate integration, by 
any change in the Federal Communications Act; namely, the amend- 
ment to delete section 222. 

They should be made whole, but at the same time an equitable 
division of revenues should not involve increased costs to the local 
subscribers and the State. 

I think that cost should be borne by A.T. & T. mainland subscribers. 

Senator Inouye. Thank you very much. You have been helpful, sir. 

94-527—75 3 
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Our next witness is the vice chairman of Western Union of Hawaii 

Mr. Eexford Flint. 

STATEMENT OF REXFORB L. FLDTT, VICE CHAIBXAH, WESTEEI 
UNION OF HAWAn; ACCOMPANIED BT OEOBGE B. BLANSEH. 
FBESIBENT; AND TOSHIO TANAGI, TBEASUBEK 

Mr. Flixt. Before I l>e^n, I would like to introduce two of my 
associates. On my right is George Hansen, pre^dent of Western 
Union, Hawaii, and on my left, Yoshio Yanagi, our treasurer. 

My name is Eexford L. Flint. I am area vice president of the 
Western Union Telegraph Co. and I am headquartered in Los 
Angeles. In addition to my duties in the telegraph company, which 
is the oldest common carrier in the United states, having heen 
organized in 1851, I am currently vice chairman of the board of 
Western I'nion of Hawaii. Western Union of Hawaii is the second 
of the two intrastate carriers that have been certified and are op- 
erating here in the 50th State. 

There are a number of reviews being made by the subcommittees 
for communications of both the Senate and the House of Representa- 
tives into the adequacy of the current conmiunications industry 
regulations. We agree with those that feel that the Communications 
Act of 1D34- is seriously outdated and long overdue for lejrislative 
reform. 

However, the purpose of this hearing is to discuss S. llf»f> \rhich 
proposes the repeal of section 222 of the act. This section, which 
established the relationships between domestic and international oper- 
ations, is perhaps the most outdated. This is the section which permits 
the Western T'nion Telegraph Co. to provide ser^'ice directly to Canada 
and Mexico, but bars us from such international places as Hawaii and 
Puerto Rico. 

I think that there are three reasons why this bill should Ik» enacted 
into law without waiting for the revision of the entire Communica- 
tions Act of 1034. These are : 

One : Any total legislative review of the act will, of necessity, be very 
time consuming because of the sweeping changes in technology that 
have evolved since its passage, the many vested interest? engaged in 
common carrier business activities, and the rapidly changing regula- 
tory climate at the FCC. All of these complexities will require years of 
effort to sort out in order to establish a set of revised rules 'for the 
industry- for the next 40 to ."SO years. The people of Hawaii and the 
other citizens of the T'nited States of America should not have to suffer 
the consequences of continued constraint under section ^ih? wliile these 
va^rtly more complex issues are Ix^ing unraveled. 

Two : Your pnunpt action in repeal of section 222 will provide henc- 
fits in two fonns — a sharp reduction in the charges for existinsr sen- 
ices to and from the mainland and the early intrwluction of manv 
sorvi(v> available on the mainland but which are presentlv baiTell 
fn>ni introtlnotion here. 

ThixH^ : Tlie passage of S. 11<?2 will not cause anv of the inteniational 
earners l>eTween Hawaii and the mainland to discontinue their Serv- 
ians. Xor will the passage of this bill hamper the committees of Con- 
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gress in their efforts to develop a more sweeping reform of the entire 
Communications Act of 19S4. 

In short, nothing is lost but much is gained. 

I will address my remarks todav as to what section 222 is, why it is 
out of date, and how the people or Hawaii can benefit if this proposed 
legislation is passed without delay. 

The purpose of section 222, which was enacted in March 1943, was 
to legitimize the merger of the Postal Telegraph and Cable Co. into 
the Western Union Telegraph Co. Postal Telegraph at that time was 
in bankruptcy and at the suggestion of the Federal Govenmient, 
Western Union took over the assets and operations of the other tele- 
graph carrier. In addition to approving this action, section 222 re- 
quired that the telegraph company divest its international operations, 
apparently, because of congressional concern over whether the monop- 
oly of the pick up and delivery of domestic cablegrams would give the 
company an opportunity of unfairly favoring its own international 
operations over those of the other international carriers. The intended 
acquisition was effected in 1943, and after several unsuccessful at- 
tempts, the Western Union Telegraph Co. completed the divestment 
required by section 222 in 1963. The American Securities Corp. formed 
a new subsidiaiy called Western Union International, Inc., to take 
over the international operations that were divested. (There is no 
affiliation whatsoever between Western Union International and either 
the Western I^nion Tele<naph Co. oi- Western Union of Hawaii.) 

The Western Union Telegraph Co. is required to turn over traffic 
originating on the mainland for Hawaii and Puerto Rico (which are 
defined as "international" under section 222) and for other foreign 
points to one of six international record carriers. 

There is really^ a serious question as to whether the IRC'S perform 
any useful function that could not be provided more economically by 
the Western Union Telegraph Co. While they claim "indefeasible 
right of use" on transoceanic cables in consideration of part payment 
of the cable costs, these cables are, for the most part, laid and operated 
solely by the telephone company. 

Alternately, the IRC's, while having ownerships in international 
satellite Earth stations, lease transoceanic satellite circuits from Com- 
sat. The IRC's add tandem computer switches to route cable and telex 
traffic originatinfj in the Western Union system to these various cir- 
cuits. The imposition of these additional computer switches in tandem 
with the Western Union Telegraph Co. equipment and facilities add 
considerable unnecessary expense, can only adversely impact the speed 
of service, and increase the chances of possible errors in message trans- 
)Tiission. Also, it obviously adds another set of company overhead and 
profit. 

The fact that no ^tandem" carrier is really required is evidenced by 
the fact that the Western Union Telegraph Co. commimicates directly 
on the mainland with the telex, telegraph and private wire operations 
in Mexico, Alaska, and Canada, which section 222 considers domestic 
points, without any intervening international record carrier and with 
substantial savings to the public over these routes. 
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An example of the kind of ppemiums being paid by those that com- 
municate between Hawaii and the mainland is illustrated in the telex 
rates for the worldwide teletypewriter exchange service. Charges for a 
1 -minute 3,000-mile call between New York and San Francisco is 
$.60. The same message between the Continental United States and 
('anada is $.30 to $.90, depending upon locaticMi. The charges to 
3iIexico range from $.60 to $.75. All of these are *^omestic*' points 
which don't involve any tandem carrier. On the other hand, a l-minute 
call over an equivalent distance between the mainland and Hawaii is 
$1.90. Quite a price to pay for the protected monopoly of the inter- 
national carriers. 

Without belaboring you with a lot of other details, I would Uke to 
cite one additional example where the citizens of this State have suf- 
fered because of section 222. This has to do with dtmiestic satellite 
service. In April of 1974, Western Union launched Weetar I, the first 
domestic communications satellite, 20 months ahead of RCA and 25 
months ahead of the A.T. & T. GTE satellite which Comsat built and 
launched for the telephone companies. 

In its initial order asking for applications for construction, permits 
for domestic satellites, the FCC required that all applicants' systems 
l>e designed in such a way as to provide service to and troai aU 50 
States. Western Union spent substantial fimds for this purpose (by 
installing special antennae on our satellites which divert part of the 
radio energy that would otherwise have been directed down on the 48 
contiguous States to spot beams which illuminate Alaska and Hawaii). 

The Alaskan capability of Westar was used by RCA prior to the 
launching of their own satellites; thus generating considerable initial 
revenue for Western Union and, at the same time, providing savings 
to RCA over the rates previously paid to the Canadians. Of course, 
s(»ction 222 doesn't apply to Alaska. 

In contrast, we have a totally different situation in Hawaii where 
wci liave owned an Earth station site for years but have been unsuc- 
cessful in getting FCC approval to build. If we had been granted 
authority to operate or had been able to convince Hawaiian Telephone 
and the international carriers to use our satellite instead of Comsat, 
we could have provided service at or close to the domestic satellite rate 
structure, in contract with the much higher rates which have pre- 
vailed in the past. This would have reduced private wire rates for 
business substantially. For example, while the San Francisco to Hono- 
lulu rate for a single VF (channel for voice or data) via Comsat and 
TFawaiian Telephone is $3,770 per montli; our rate on the mainland 
for an equivalent circuit is only $1,090 per month and for certain cus- 
tomers IS discounted down to $640 per month. 

Until October 1970, the rate for a San Francisco to Hawaii video 
channel was $»'],100 per hour. While the rate has now be?n reduced to 
$1,000 per hour, the reduction was imdoubtedly influenced by the fact 
that Ix^th Wostorn Union and RCA had filed for authority to estab- 
lish Hawaiian Earth stations and to offer video channels at drastically 
reduced rates. 

By way of comparison, since first filed in June 1975, Western Union's 
mainland rate for a 3,000-mile video channel has ibeen a maximum of 
$1,195 per hour and as low as $267 per hour depending upon the num- 
l)er of hours used. Obviously, if the stations in the islands had been 
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able to obtain Western Union rates, the viewing public would have 
seen a large increase in "live'' or same-day programs from the main- 
land. 

I would like to turn from the question of economic benefits which 
would result from the passage of this bill to the matter of the addi- 
tional services that could be made available as a consequence of this 
legislation.^ 

Let me begin with Mailgram which was the invention of the Western 
Union Telegraph Co. in 1970. It was a unique combination of common 
carrier switching and transmission with the highly cost-effective de- 
livery capajbility of the Postal Service. Unlike the telegraph service 
which is declining worldwide. Mailgram service is growing very 
rapidly. 

Without resolving the ultimate question of Western Union's rights 
to t«,ke Mailgram to all international locations, last year the FCC set 
up an interim arrangement whereby the international record carriers, 
Hawaiian Telephone Co. and the Western Union TelegKiph Co. (via 
Western Union of Hawaii) were permitted to handle Mailgram traffic 
between Hawaii and tilie mainland. 

But ignoring the presently inefficient handling of this service be- 
tween here and the mainland, let me tell you what the people in Hawaii 
are missing because section 222 prevents full interoonneotion with the 
mainland Mailgram service. First, the "Certified Mailgram" and "Busi- 
ness Reply Mailgram" services are not available here but are used 
extensively on the mainland. 

Additionally, the more sophisticated, automated ways that busi- 
nesses can input this traffic have not been agreed upon by the Hawaiian 
Telephone Co. and the international record carriers and, hence, are not 
available here during this interim period. Were these available in 
Hawaii, the price for messages thus originated would be aibout half of 
what it is, and it would be almost as easy to send up to 250,000 messages 
on a product promotion, price change, or other important announce- 
ment as it is to send a single message. 

A few comments are in order with respect to other services that are 
provided by the Western Union Telegraph Co. on the mainland and 
which are unavailable in Hawaii. There are a number of telegraphic 
money order services that are not offered here. One of the most popu- 
lar is an arrangement which permits any ^Master Charge card holder 
to telephone us and send up to $300 anywhere via wire with the prin- 
cipal and fees charged to his next month's bill. 

Western Union's Nightcast services permits telex/TWX customers 
to benefit from a sharply reduced nighttime rate below the already eco- 
nomical mainland rate for these teletypewriter services. News Alert, 
Pollution Alert, Science Alert, and other subscription services are 
available for these same customers. An FYI dial-in service is also 
available which provides stock quotes, commodity trading, general 
news and sports summaries with the customer paying only the normal 
connection charge for the call and nothing for the information. 

A whole family of special voice/data services are provided on the 
mainland which have no counterparts here. A few of these are: Sicom, 
>rpS, Infocom, Datacom, Spacet^l, Hot Lino, and a variety of other 
private wire offerings. 



1 See Appendix B, p. 181. 
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In RiinimaiT, tlie AVestern Union Telegraph Co. has over 35 dif- 
fei-ent sendees available on the mainland wliich ai*e not currently avail- 
able here. Western Union is blocked by section 222 from bringing these 
over directly and tJie imposition of one or more tandem earners would 
add so nnicli cost that the economic benefits of these sendees would 
hir^ely disappear. 

In conchision, you sliould know that the international carriers say 
that Western Union enjoys the benefit of a monopoly on the mainland 
and, thus, should not be' allowed to come offshore and compete with 
them. However, rs Mr. liilburn, president of the Western Union Tele- 
graph Co. and chainnan of Western Union of Hawaii, detailed in his 
testimony on the subject before the House Subcommittee on C<Mn- 
numications on the 15th of last month, the fact is that the international 
carriers have already made s(»rious inroads into the domestic market by 
continued pi-essure for additional gateway cities, proceedings before 
the FCC for full interconnection of their telex machines with Western 
Union's domestic network, and by accelerated efforts in the domestic 
private wire services — including extensive microwave and satellite 
transmission networks. Meanwhile, Western Union has been con- 
strained from taking its services offshore. It should be a "two-way 
street," and the only way to accomplish this is through repeal of sec- 
tion 222 as proposed by this bill. 

In this connection, we were heartened by the statement of FCC 
Chairman Richard Wiley l>efore the House Subcommittee on Com- 
numications in hearings on ^larcli 23. He stated that Congress sliould 
consider deleting section 222 of the Communications Act and declared 
that this section ''is a statutoiy provision whose vitality has been 
vitiated by subsequent events. More impoitantly, it is a statute that 
has served to impede rather than enhance the competition that it was 
intended to preserve. The statute has had a stultifying effect upon 
innovation, price competition, and the availability of international 
record services." 

Looking at the "five basic features" of section 222, the FCC Chair- 
man stated that the "rationale for having an international formida 
died with the divestiture of Western Union Cables in 1963." Elim- 
ination of section 222 "would remove tlie requirement that the FCC 
authorize gateway cities for the IRC's, and eliminate any special 
limitations on the interconnection by the IRC's with affiliated domestic 
communications network." 

Repeal of the section would "eliminate any blanket prohibition with 
respect to Western Union Telegraph Co.'s entry into international op- 
erations, a subject that could be considered under other provisions of 
the act." Deletion of section 222 "would bestow the fidl rights of state- 
hood" upon Hawaii, whose treatment as an international point is 
"anomalous in light of the advent of distance-insensitive satellite 
services and recent FCC efforts to integrate Hawaii's communications 
rates into the mainland rate pattern." 

And the authority bestowed by section 222 upon the FCC to approve 
landline haul agreements between Western IJnion and the IRC's, or 
to prescribe the terms and rates for such services where no agree- 
ments can be i-eached, "is essentially superfluous since otlier provi- 
sions of the act provide for such connecting carrier agreements to be 
reached by either contract or tariff offerings." 
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Mr. Chairman, it is obvious that your citizens in the 50th State 
and, for that matter, the users of communications the world over will 
benefit from the prompt passage of this bill and matching legislation 
which I assume will be introduced in the House of Eepresentatives. 

This concludes my prepared remarks. We would be glad to furnish 
your staff with more detailed supporting information on anything 
relating to the operations of either the Western Union Telegraph Co. 
or Western Union of Hawaii. However, of course, while I am here 
today, I'll be glad to answer any questions that you have. 

Senator Inouye. Thank you very much, sir. 

Assuming that this measure passes and section 222 is repealed, can 
Western Union serve Hawaii without the authorization or the FCC ? 
Would you still require approval by FCC before you could move in ? 

Mr. FuNT. That is an interesting question. I don't know. I would 
be happy to get a determination on that and get it to your staff within 
the week. I would assume that anything that is presently tariffed, 
once section 222 is repealed, can immediately be offered to Hawaii, 
since Hawaii then becomes in the same position as any other State. 
That would be my assumption. But, frankly, what the FCC intent is 
in that regard, I honestly don't know. 

[The following information was subsequently received for the 
record.] 

Hon. Daniei. K. Inouye, 
Russell SeriAite Office Building, 
Washington, D.C. 

Dear Senator Inouye: As I promised in my testimony at tlie hearing of 
April 15, 1977, on § 222 Of tlie Communications Act, I am supplying a further 
response to your question as to whether Western Union could legally supply serv- 
ice to Hawaii immediately upon the repeal of § 222. In my testimony, I stated that 
I thought service could be offered immediately upon repeal of § 222. However, I 
have been informed that if § 222 is repealed, Western Union will still be required 
to obtain authority under Section 214 of the Act to offer its interstate services to 
Hawaii. I should note that we presently have applications pending for Section 214 
authority to provide Mailgram service to Hawaii (FCC File Nos. I-T-C 2618 and 
I-T-C 2618-A) and sateUite service to Hawaii (FCC File No. W-T-C 25). 
Very tmly yours, 

Rexford L. Flint, 

Vice Chmrtnan. 

Senator Ixouye. Have you had an opportunity to stud}^ the state- 
ment submitted by tlie Hawaiian Telephone Co. ? 

Mr. Flint. I saw that statement as I entered the room today. I did 
read the newspaper article this morning and I can make some comment 
about that, and if we may, we will provide a response ^ to that later 
for the record. 

The president of Hawaiian Telephone this morning stated regarding 
Western ITnion's potential entry into competition in Hawaii with re- 
gard to television "could possibly lead to an increase in the Hawaiian 
Island rate, if the number of TV transmissions were to be split be- 
tween carriers." 

Now, the president of Hawaiian Telephone would have us believe 
that competition does not breed better prices and innovative sen-ices 
for the customer. 

That is what he would have us believe. I would submit that the 200- 
year history of the American free enterprise system belies that. 

1 See p. 37. 
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As a general statement, I would say that. But, more specifically, the 
recent experience in the telecommunications industry since other car- 
riers have been allowed to compete with the telephone company belies 
that, because a whole host of new services have been offered and prices 
and tariffs are coming down and coming down drastically. 

However, the profit of A.T. & T. and other telephone companies is 
not coming down. 

The decrease in private wire rates, since Western Union has been 
in Hawaii, can be attributed to that kind of competition and I think 
the dramatic decrease in television rates in the last year and a half 
can certainly be attributed to the threat of that competition and, in 
fact, Hawaiian Telephone's experience in their reduced long dis- 
tance rates seem to me to belie that statement. 

Senator Inotjye. If section 222 is repealed, will TV rates go up! 

Mr. Flint. TV rates to Hawaii ? 

Senator Inouye. Yes. 

Mr. Flint. Absolutely not. As a matter of fact, Senator, our cur- 
rent rates which are not stated with total accuracy in this morning's 
newspaper, because the example that is chosen is the single highest 
rate we have, $1,195. Our rates actually range from $267 to $1,195, 
assuming those are the same rates to Hawaii, a stipulation of 5 
hours a day, which is not an enoiinous amount, actually cost $587 an 
hour on the mainland. 

That is about a third of the present rate, little more than a third 
of the present rate. 

Senator Inouye. Congressman Heftel? 

Mr. Heftel. It is important to note that Western Union started 
communicating with television stations in Hawaii about a year and 
a half ago, and it was that pressure which brought down the rates 
and, as far as we can tell, nothing else. 

So it wasn't competition. It was just the threat of competition. 

But more important there is the question of integrity. We have a 
major statement made to the community saying that the television 
rates are lower in Hawaii than would be charged by Western Union. 
By deliberately using the highest rate you charge and not even indi- 
cating that you also have a lower rate. 

For the record, Mr. Chairman, it is incredibly important that we 
note that the phone company has deliberately stated the Western 
Union rate as though it were its only rate, as though there were no 
lower rate. 

For example, if a station were using 250 hours a year, do you have 
any idea whether you would be charging your maximum rate, and 
if not, how much lower than your maximum rate ? 

Mr. Flint. An hour a day gets you to $867. 

That is opposed to $1,000. Five hours a day to $376 an hour, and 10 
hours a day to $267 an hour. 

Mr. Heftel. The most important part, though, is the fact that a 
major statement was made to the public which gives the impression 
that the phone company would be charging less than Western Union 
when, in fact, the Western Union rate quoted is their maximum one- 
time rate. 
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I think that perhaps is more important than anything else. Again, 
we have this question of competition. Second, do you have any reason 
to believe that the phone company would, in fact, be able to deliver 
better service at a lower rate, if they had all of the service in Hawaii, as 
opposed to the competitive factors you would introduce? 

Mr. Flint. There is nothing in the recent history of telecommunica- 
tions that I know of to support that. The answer to that is "No." 

Mr. Heftel. Thank you very much. 

Mr. Flint. I would like to make one more clarification on that state- 
ment. It is somewhat humorous, but it is also inaccurate. 

In Hawaiian Telephone's statement they indicate they have not 
f oimd any significant demand for offerings such as singing delivery, 
candygrams and dollgrams. 

First of all, that is a singing telegram and it is a doUygram; but 
most importantly, none of those services are any longer offered by 
Western Union. 

[The following information was subsequently received for the 
record.] 

Supplemental Statement of Rexford L. Flint, Vice Chaikman, Western 

Union of Hawaii 

The purpose of this supplemental statement is to correct the misleading im- 
pressions left by certain incomplete and, in some cases, inaccurate statements by 
Mr. John D. Field, Vice President of Hawaiian Telephone Company, in your 
hearing on April 15, 1977. 

I've organized this rebuttal under the same captions and in the same sequence 
as it was presented by the Hawaiian Telephone Company, so as to facilitate a 
paragraph-by -paragraph comparison of the facts. 

public telegram BEBYieE 

The Hawaiian Telephone Company's comparisons of inter-island Telegram 
rates with mainland intrastate Telegram rates are totally misleading. Intra- 
state service is regulated by the Public Service Commissions of the individual 
states, not by the FCC ; and any Congressional determination to retain or cancel 
Section 222 of the Communications Act will have no effect on intrastate service. 

In this same section of the Hawaiian Telephone testimony, Mr. Field stated 
that they had not found any demands in Hawaii for "Singing Delivery, Candy- 
grams, Dollgrams, etc." (which correctly should have been identified as "Singing 
Telegram, Candygram, Dollygram"). Western Union never proi)osed the exten- 
sion of these services to the 50th State, as they are not presently provided by The 
Western Union Telegraph Company on the mainland. 

It is significant that the witness did not comment on the several telegraphic 
services that Western Union would like to extend to Hawaii. (We have several 
new kinds of special Money Order services — for both the individual and for busi- 
ness — Datagram, etc.) 

MAILGRAM SERVICE 

In his testimony, the witness said, in part, "under this joint arrangement, 
customers in Hawaii have a greater choice in placing Mailgrams than exists any- 
where on the mainland. Under these circumstances, it is diflScult to see how 
determination of Section 222 could be a benefit to the residents of Hawaii." The 
choice of carrier with whom to place their available business for the limited 
Mailgram service currently available in Hawaii isn't a major benefit. The facts 
are that Section 222 has precluded The Western Union Telegraph Company from 
extending to Hawaii lower cost and more effective Mailgram services which are 
available to mainland businesses. 

(a) Terminal originated Mailgrams from either Telex or TWX teletypewriter 
terminals can be sent for 95^ per message plus the usage charges and on Infocom 
terminals 55^ per message plus usage. 
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{h) Comimter originated messageg can be sent on the mainland for $1.05 for 
the first 600 characters and 35^ per each additional 600 characters. Lower rates 
are availahel for bl-sync computer originated messages. 

(0) Stored Text service both for businesses using Western Union Electronic 
Mali, Inc. cathode ray tube terminals and other firms that prefer to use the phone- 
iu Stored Text service to our Central Telephone Bureaus. 

(d) Business Reply Mailgram service. 

(c) Certified Mailgram service. 

(/) Report Delivery and Confirmation Copy Mailgram services. 

None of the above is available in Hawaii and, hence, it is very difliciilt for us to 
understand why Hawaiian Telephone Company could state that elimination of 
Section 222 would not benefit anyone in Hawaii. 

TELEX SERVICE 

Again, through lack of understanding or through desire to obscure the true 
benefits of the proposed bill, Mr. Field testified, in part, "it is conceivable that 
businesses may need two Telex machines in order to communicate— one to for- 
eign and the other to domestic points." 

No one on the mainland ever needed two machines, inasmuch as every Telex 
or TWX subscriber of The Western Union Telegraph Company has unlimited 
access to both foreign and domestic subscribers. Whenever a foreign connection 
is dialed up, the Telegraph Company Telex customer is billed the same country- 
to-country rate as he would have been billed had he originated it on a dedicated 
international Telex terminal. Thus, there's no benefit to be gained by maintaining 
a separate international Telex machine. 

PRH'ATE LINE TELEGRAPH SERVICE 

The rate for a 150 baud channel between the West Coast and the East Coast 
on the mainland was quoted in Mr. Field's testimony as being $1200. 

We wish to point out that where a customer has a concentrated requirement 
))etween two points for channels of a specific transmission speed or set of speeds, 
Western Union's Datacom service offers a lower cost alternative to the single 
telegraph channel. For example, for a customer requiring ten channels for 150 
baud transmission between New York and San Francisco, the cost is $292 per 
channel. For twelve channels the cost drops to $245 per channel. 

PRIVATE LINE HIGH SPEED DATA A77D VOICE GRADE SERVICE 

The 8u))ject testimony stated "a full range of high speed data and voice grade 
services are presently available from Hawaiian Telephone Con^Miny or any of 
the international record carriers." 

This statement would have l)een correct if it said a variety of high speed and 
voice grade services are available, etc. Neither Hawaiian Tel^>hone Co. nor the 
IRC's offer anywhere near the range of private line voice and data services 
offered by The Western Union Telephone Co. If the committee desires, we would 
l>e glad to give you a supplementary exhibit detailing the technical characteris- 
tics, rates, etc., for these offerings. 

The introduction of the argument by the Telephone Company relating to lifting 
the 3-year moratorium on satellite services is totally irrelevant, inasmuch as 
the mainland telephone companies do not offer these specialized private wire 
services which are unique to Western Union. 

TET^EVISION SER\1CE 

The statistics quoted by Hawaiian Telephone Co. compare first the Hawaii- 
Mainland rate with A.T. & T.'s terrestrial cross-country rate. Western Union 
and the other satellite carriers are consistently underselling A.T. & T. ; so this 
comparison is really meaningless. 

The comparison of Hawaii Telei^one Co.'s $1,000 per hour with half-hour 
minimum rate and Western Union's undiscounted $1,195 per hour rate is grossly 
misleading, because we have a discount schedule which sharply reduces the cost 
of regular service from the otherwise occasional transmissi<m. As I stated in my 
testimony at this hearing, our coast-to-coast satellite rate, under certain cir- 
cumstances, for regular users drops to as low as $267 per hour. This schedule 
was shown in the tariff that Mr. Field inspected, but he neglected to report this in 
his testimony. 
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liESSAGE TELEPHONE AND WIDE ABEA TELEPHONE 8EBVI0E (WATS) 

In the first paragraph of his statement under this topic, Mr. Field reported 
that *'an additional satellite Earth station by The Western Union Telegraph 
Co. in Hawaii would increase the overall cost for satellite facilities.'* 

This is a play on words. Certainly, the total carrier investment, both Hawaiian 
Telephone and Western Union, would be greater than it would be without the 
Telegraph Company's presence ; but it is by no means clear that the cost of the 
service to the user would be higher. In fact, experience has shown that where 
there is competition (or the threat of it ) , prices decline. 

In conclusion, we cannot agree with Hawaiian Telephone Co.'s statements that 
they were unable to identify any significant services not now available or that 
could not be made available by the existing carriers in Hawaii, and that there 
are no significant variations in rates. 

The facts clearly indicate that the citizens of Hawaii would materially benefit 
from a repeal of section 222. 

Senator Inouye. Thank you very much, sir. 

Our next witness is the vi(ie president of Hawaiian Telephone Co., 
Mr. John D. Field. 

STATEUENT OF JOHN B. FIELB, VICE PRESIDENT, HAWAUAN 

TELEPHONE 00. 

Mr. Field. Thank you, Mr. Chairman. 

I feel rather lonely up here. 

Senator Inoute. Do you want to bring up some associates ? 

Mr. Field. No; thank you. 

Mr. Chairman and members of the committee, my name is John D. 
Field, and I am vice president of Hawaiian Telephone Co. 

Our company president, Mr. William C. Eowland, regrets that he 
couW not be here today because he had a previous commitment to 
participate in a business meeting on the Big Island. He sends liis 
Aloha and warmest regards and I welcome this opportunity to appear 
before you today. 

Before going any further, perhaps it miglit be best to first clarify 
what is covered in section 222 of the Communications Act of 1934 that 
specifically affects Hawaii. This (xrcurs where Hawaii is defined as an 
international point for the purpose of determining which carrier or 
carriers will serve Hawaii with telegraph service. 

The vast majority of section 222 relates to other matters. I want to 
emphasize that the portion of section 222 which specifically covers 
Hawaii only deals with the issue of determining which record com- 
munications carriers will serve Hawaii. It does not deal with the 
rates to be charged nor the telegraph services to be provided. 

There are numerous other bills before Congress which deal with 
broad communications matters and there are various orders of the 
FCC which als() deal with matters beyond the scope of section 222. 

However, I will limit my discussion to the issue at hand which is: 
"Will the people of Hawaii benefit from repeal of section 222 or 
miffht there be more to lose than gain from such action ?" 

We at Hawaiian Telephone Co. firmly believe in the regulatory 
process. This process has made it possible for our country^ to develop 
the best communications system m the world today. We, therefore, 
are concerned over conunents that have been made to the effect that 
residents of Hawaii have been deprived of the variety of communi- 
cations services available to mainland residents. We believe that as a 
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ivsult of those unfouii<l(Hl comments many people are misintcrprrting 
tlio "benefiti*'' to bo derived from eliminating section 222 from the 
(^onnnimications Act of 1934. We are greatly concerned over the long- 
inngo effect that such action might have on the residents of Hawaii 

1<> examine this effect^ I would like to focus on two fundamental 
issues tliat aro niised. The first issue is whether or not Hawaii is. in 
fact, l)eing depriye<l of any significant conununications services. The 
second issue is whether or not Hawaii residents are in the orerall pay- 
ing higher mtos for comparable services than customers on the main- 
hind. Let us examine these issues in relation to the major categories 
of conununications services. 

Public telegi^am sen-ice is cuiTently available within the State of 
Hawaii and between the State of Hawaii and the mainland. Service 
between Hawaii and mainland locations is provided at essentially the 
same rntes thnt exist cm the mainhmd. 

However, rates for interisland telegram service are substantially 
lower than rates for intnistate telegi-ams on the mainland. For ex- 
ample, a nO-word telegi*am can be sent intrastate on the mainland for 
$10.15, which is approximately 20 cents per word. A comparable 
message can be sent within the State of Hawaii for $6 or 12 cents a 
word. \Ve liave not found any significant demand for offerings such 
as singing delivery, candygrams, dollgrams, and so forth. 

Mailgram sei*vice is somewhat related to telegram service with the 
maior diffei-ence being that deliveiy of the message is made by the 
U.S. Pastel Service, rather than by the telegraph carrier. 

"Wlion niailgram service was in its infancy on the mainland, Ha- 
waiian Telephone Co. filed an application to provide the service. This 
was in October 1972 and in Deoemlx^r of that year we executed an 
agreement for provision of this service with Western Union. 

However, we l)ecame aware of a rehictance to follow through with 
the agreement soon thereafter and a year later Western Union canceled 
the agi'eement. After much controversy, considerable effort on our 
part, and I might add a great deal of help from you. Senator Inouye 
we were able to begin the service offering in !March 1976. 

MailiGfram service in Hawaii is now provided at lower rates than on 
the mainland. Hawaii residents can send a lOO-word mailgram to any 
location on the mainland for $2.50, while a mailgram on the mainland 
costs $2.75. 

Currently, mailgram is provided jointly by Western Union Tele- 
graph Co., Hawaiian Telephone Co., International Telephone & Tele- 
graph Worldcom, RCA Global Communications, Western Union 
International and Western Union of Hawaii — a subsidiarv of Western 
ITnion Telegi'aph, the monopoly telegraph carrier on the mainland. 
TTnder this joint arrangement, customers in Hawaii have a greater 
choice in placing mailgrams than exists anywhere on the mainland. 
TTnder these circumstances, it is difficult to see how deletion of section 
222 could be of benefit to residents of Hawaii. 

Telex service is normally utilized by businesses and not by the ordi- 
nary public. According to an industry study of telex service in 1975, 
there is considerable traffic from Hawaii that goes to foreign points — 
approximately three-fourths of the traffic is domestic, one-fourth 
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Should Hawaii be classified as a domestic ])()inf, it in ronccivablc 
that businesses may need two telex machinos in oilier in <'()iiiiiiiiiii- 
cate — one to foreign and the other to domestic point «. 

In any event, tlie domestic customer, if usin;r a Wt%s<<'rn I ,'nion 'l\'U* 
graph terminal, would then have to interconnect witli an intiMiinnt ionitl 
record carrier for foreign services. It is difficult U) cxinipiin*. inU*H Ih*- 
cause of the different rate structures, esfKicially for uj-;(^ of f«tW*typii 
machines. Unless Western Union clianges i<s uolicy re^ardin^ niU^H 
for such machines, there would be an increase for iiawaii -ulis^riheuj 
because the existing policy of the international ntconi carri«?rH h in 
provide free terminals, depending on the volume of business). 

A full range of slow speed data and private line, f ele^rmplj H^n. i^'H 
is available both within the State and to the mainland. liate-: for I Ije^v^*, 
services are significantly lower than thev are on the niainlund. For 
example, a 150-band private telegraph cfjannel hetv.e'-fi II;Av/;iii uh<\ 
San Francisco now costs S300 per month. I'lje .same .v rv Ice exUmdin^ 
an equivalent distance between a west coant and wxHt coa:-,t lo'-ation on 
the mainland would cr^t in excess of $1.2^Xj j^^r month. 

A full range of high speed data and voi^-f- grad^; -.^irvlnf-. h pntv:f.t I y 
available from Hawaiian Telephone Co. or any of ih'z \uU'.ruixUofiH\ 
record carriers. Altho^igh the present rat^:-. are 'r^iXUH'/AiH^. higher than 
comparable rates on the mainland, they co:ld ry; irntdt'A'.'^U'ly \:,U'.- 
grated into the nationwide rate schedule by rernovln^r t.^^^ ^/air* v..'.>:Jj 
precludes our T^arrner. A:::er:oai. Tel-oJiO;.'- & T':;':{f:ij/;*. i:o::, '.y.:f.u 
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TFowovor, T will l)o most happy to answer questions on telephone 
scrvinx and rato intop:ration after I finish this testimony. 

Ill I'onrhision, ITawaiiaii Telephone Co. is unable to identify any 
si^iifirant. sc»rvicos that aiv not now available or that could not readily 
1)0 niado available by the existing carriers in Hawaii. 

Fui-tliennoro, Hawaiian Telephone Co. is unable to identify any 
si<rnifi(»ant i-ato disadvantajr^s to Hawaii's customers assuming 
thai the FCX^ will art as indicated to permit full private line rate 
iiilr^ration. 

Aohially there are a nmnber of distinct rate advantages that exist. 
Tluiie does not appear to be anv void in service offerings, and there 
does not appear to be any significant variation in rates. Accordingly, 
we cannot identify an urgent need to take action with regard to repeal 
of sect ion 222. 

Hawaiian Telephone Co. maintains that repeal of section 222 serves 
on ly the interest of Western XTnion Telegraph and not the people of the 
Shile of Hawaii. Hawaii is unique in it^s geographical location. Hawaii 
hliarcs no boundaries with other States. Hawaii is in the center of com- 
ifiunirfitions in the Pacific basin, and has considerable responsibility 
v.'UU H'gard to international traffic and communications. Treatment of 
llfiv/aii as lx»ing unique is neither unusual nor without precedent as 
lU'uninr Inoiiye's S. 1077 regarding intei'state shipping clearly shows. 

ffnv/fiiian Telephone suggests that the full economic effects of 
tU fining' f fiiwaii as a domestic point be thoroughly studied prior to 
i^A'intr iitiv ndion on S. 1162. 

W< r<'::p<r( fully Hiig^^ost that tlic subjeot of section 222 be con- 
.•.*\t ti"\ l/y f liiji rojiirnitteo and its companion committee in the House 
',t In i,it'iMuhii\\t"i wlicn tliese committees reexamine the full spectrum 
*,t i,'th',hii\ N'N'oiiiiiiimir-ations policy as embodied in the Conmiu- 
/. ' .j;/w,.- \ri t,f J'j;;i. We believe consideration of this particular sec- 
<.'//, l.t^iiiti !;<• ifKorprmifed into that overall review. 

//* 'l'/.-i/<(/ Mr. ^!li;iirman. and members of the subcommittee, 

//./ ' .iinih 'it l<'|/liOfMr iinrr.rely appreciates the opportunity to share 

.' i,,*„it/i,ir vnDi you Of! i\iiH most important matter. TVe stand ready 

h, it.-rt.'t /t,tt ;ifi/l y/;ijr committee in any way possible, and we trust 

'/ ' /<;M f,',t (/*' fi'iu' (;ui» to ('{lU on us at any time if we can help. 

** ,.:,if,t I ^^,^ ri\ Mf, Fi<^ld. I thank you very much for your 

\\* fo/' f//o"i 'l//if/ AiMi f/iv rjiiestions, I would like to assure you 
\'i,*\ ^S,^ ti^f^otnnttlUu: v/ill not rush in head on to act upon this 
//,' '♦ • if* 

V// /' :,r/j iltit it it; tihi ;i -jrnple matter, but a rather complex one. 

'•// hn.' ffi^tih f A/ll \,t- '/r.oji a very thorough study before acting 
'//^//. ,f 

t i,t* ■ .t;.f ,f„t y/t't*' in l),o Tfffmi when other witnesses testified, 
M^ M. /,:.//,. .if/'l Mr VViu^. 

A'/'///|./.^ »/, Mf Klifit, if I may parody a popular song, "What- 
t .' t f,u /;,/. '\t, f|,/'V /;,/, /Jo \ff',tU'.r* with the repeal of section 222. 

'//f,ni ff*ri\t\ y//N >.flLy to thait. sir? 

M/ \ ti'tt, \ ur.t f,*,y >,*fo t},;it. if, d:.s/:u5us:ng competition we don't 
Juijv" tt. tiin^* ;yh*\ t'ift'/'*. f//oW'rm. I don't know if competition has 
iffo*it/i.i. :tu','tf !ov,< f f.jti:: ^f •.'.'}Mh<:r otLor v.onl:t:on5 have brought 
a^o/it; lov/i-f inU-^,, 
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For example, look at the television example given earlier, the $8,000 
rate. At the time the $8^.000 rate existed the entire capacity of a satel- 
lite vras required in order to bring a television channel to Hawaii. 

The costs were higher in the earlier days. As costs have come down, 
we have a good record, one that we are proud of, of bringing the rates 
down. It wasn't until we had control over the facilities that we used 
that we could bring about the $1,000 rate. 

As long as Comsat was the only supplier, and we had to use that 
supplier, we had no control over forcing that rate down. 

The present $1,000 rate is predicated on no cost assigned to the 
vise of the satellite. There is zero cost assigned to that use. 

I don't know of any way of getting it any cheaper. 

Tlie $1,000 rate could go lower, if there is more usage. 

It all depends on usage. 

The thought of our company is that the regulatory process should 
be used to bring about the lowest possible rate, if a carrier isn't 
willing to bring it about itself. 

If a carrier similar to ours shows a record of willingness to bring 
about lower rates, then the Commission need not act. 

If the carrier is reluctant and the public interest isn't being served 
at a proper rate level, then the Commission should step in and assure 
that the proper rate level is brought in. 

I cannot see how lower rates can be brought about if our costs are 
increased by increasing the number of facilities that are available. 

Duplication will lead to higher costs. 

Senator Ixouye. Then you don't agree with Mr. Flint that TV 
rates would be significantly reduced with the repeal of section 222. 

Mr. Field. No ; I do not. 

Senator Inoute. Do you agree with Mr. Flint that at the present 
time for comparable distances they are providing services at less than 
$1,000 an hour? 

Mr. Field. Our only way of comparing our rates with others is 
to take what the present usage is of our television service channels 
which occurs during prime time, not outside of prime time, and to 
make some estimate of what the rate would be. If we made an estimate 
tliat we would double the amoimt of usage, then our rate would not 
be comparable, because our rate wouldn't be $1,000 either. 

Senator Ixoute. You have suggested in this case competition may 
not be in the best interests of Hawaii. What sort of competition do 
you think would be in the best interests of Hawaii ? 

Mr. Field. I'm not sure that competition in the communications 
industry is in the public's best interest. 

I have not been conWnced that competition, per se, results in the 
lowest possible cost. 

I am a believer in the regulatory process. If the facilities are not 
duplicated, and we do not bring in a profusion of facilities and there- 
by drive our costs up, I believe we can have lower rates than we could 
otherwise. 

Senator IxorrrE. Mr. Flint, in his statement, suggested that a number 
of services available to residents on the mainland are not available at 
the present time to residents of Hawaii and indicated that these services 
could be made available with the repeal of section 222. Do yon have 
any comments, sir ? 
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Mr. FiKLi). It is difficult for me to comment at this time, Mr. Chair- 
man. T would be happy to comment later, after we review the partic- 
ular servicers. These appear to be types of telegram services or telex 
services, a sulxlivision of the category that I classified as telex service. 

It is obvious that different carriers would try to make enibellisli- 
nionts on their services. 

Telex s(»rvice is available. Private line service is available. All 
of the l>asic categories of service are available. It is true that a partic- 
ular cai'rior's service may not be available, but it doesn't necessarily 
follow that oveiy carrier should have its services available in Hawaii. 

1 think that it is the service that the customer should have avail- 
nl)lo, and it is the proper rate that a customer should have available, 
not necossaiily a choice of a particular carrier to get that sendee 
from. 

Senator Tnottyk. I think it is apparent that the testimonv of Mr. 
Minami and Mr. Flint and your testimony, Mr. Field, will have the 
gr(»at(»st bearing upon the committoc's decision and so, as I have asked 
the olh(»r witnesses, we would like to invite you to comment upon the 
testimony submitted by Mr. Flint and Mr. Minami. 

^r?*. FiKLi). We would appreciate very much that opportimity, and 
we will do so. 

Senator Ixouye. If you would, sir, without objection, your com- 
ments will appear right after your testimony, sir. 

Mr. ITeftel? 

Mr. TTkftel. In your testimony you refer to public telegi'am service, 
and I would be intei'estcd to know when did Hawaii first have intra- 
state telegram service ? 

Mr. FiEr.n. I believe we begnn in 10^2 or 1933. 

Mr. IhiFTKL. Intrastate? 

!Mr. Field. Interisland. 

Mr. ITeftel. Yes. 

Mr. Field. Far prior to my arriving at the company in 1950. 

Mr. ni:FTEL. A\nien did the mailgram start ? 

Mr. Field. We began mailgram in 1976, attempted to bring it in in 
1972, which was about a year and a half after it was begun to be 
developed on the mainland. 

It wasn't available all over the mainland to start with. As it became 
available, we were aware of its growing. We attempted to be a part of 
that. And we were thwarted in our efforts. 

As I mentioned. Senator Inouye was helpful in forcing a solution, 
so we could get it on an interim arrangement, beginning last March. 

Mr. Heftel. Do you subsidize t\m sei'vice at a lower price to avoid 
the possibility of competition ? 

Mr. Field. May I make sure I understand the question? 

Mr. Heftel. Do you subsidize a specific service, whether it is telex 
service, mailgram service, whatever the case may be? Let's say you 
don't want competition. Since you have a wide spectrum of services 
and an ability to generate profits in the noncompetitive areas, do you 
ever maintain a low price structure that will force competition out 
or keep it from coming in, so that you don't have competition for that 
pai-ticular service? 

Mr. FiEij>. My answer to that is no. 

Mr. Heftel. You maintain the same profit margin on all services ? 
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Mr. Field. No; we do not iinderprice to keep competition out. 

Mr. Heftel. Is there a reason why you use different profit margins 
on different services? 

Mr. Field. Many times it just happens that way over a period of 
time. If it is a new service, we expect a lower profit margin during 
the development period. In other services we use value of service pric- 
ing. In this area we need a contribution from other services to help 
US on some of our public service-type offerings. 

Mr. Heftel. Let me ask about telex rates. Are you familiar with 
the telex rates in Hawaii ? 

Mr. Field. I'm partially familiar. They are provided by the inter- 
national record carriers. 

Mr. Heftel. Do you happen to know why the rate for 1 minute 
between the mainland and Hawaii is $1.90, while between New York 
and San Francisco is $0.60, and between the United States and Canada 
is $0.30 to $0.90, and between the United States and Mexico is $0.60 
to $0.90? 

Mr. Field. I have no idea. 

Mr. Heftel. It appears the reason is section 222. It appears there 
is no other reason than section 222. I think the important question is 
whether Hawaii can be protected from the pricing of what we call 
a monopoly, if, in fact, section 222, if eliminated, would not leave us 
at the mercy of what we call a monopoly, but what the free market 
will do. 

The free market has brought down the television service price. 

We never heard of a discussion to fret this price down to where it 
is now, until we started dealing with Western Union, and RCA came 
in and it looked as though there was going to be competition. 

That was the first time I know of that we got the phone company 
to talk about substantially lower rates. 

After 10 years of very high prohibitive rates, it would appear the 
only variable was competition. Had section 222 not been in existence, 
it is conceivable that competition would have come in sooner, and we 
would have lower priced service. 

Similarly, with long distance telephone. 

Mr. Fieij). I did not understand that that was a question. 

Mr. Heftel. Is it not competition or the threat of it that has pro- 
duced lower prices from the telephone company ? 

Mr. Field. I submit it is not competition, feut it is the ability with 
lower costs and higher volumes that permit us to reduce our rates. 

Mr. Heftel. The higher volumes were available 10 years ago, but 
wo could not get a lower price, no matter what we did, sir. 

Mr. Field. We, as you know, made every effort with our only sup- 
plier at the time, Comsat. 

Mr. Heftel. But the fact remains, until competition loomed on the 
horizon, nothing could be done, and we could do nothing. 

We were always saying we will use 10 times as much time, if you 
will cut the price about two-thirds. 

Only competition made you listen to us. In the same sense, as your 
volume has gone up, as long-distance phone calls have gone down in 
price. 

You say your profits will go down, and you will increase your rates 
for local phone calls. Yet it appears that your dollar profit has gone 
up, as the lonsr-distance telephone price has gone down. 

94-527—78 4 
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Mr. Field. If I may respond, we reduced the rate for television serv- 
ice when we had the ability to do so, when we had our own system 
available. As long as we were bound to Comsat as our supplier, we 
liad no choice but to take their rate, in spite of the fact that we were 
constantly trying to get them to reduce their rate. As far as message 
telephone is concerned, this is a good example of our willingness to 
reduce our rates. 

We have a long record of reducing rates prior to step 1. We did 
this without pressure from even the regulatory agencies on a volun- 
tary basis over the period of time from 1957 on up through last year. 

Granted, we have had more help recently in gettmg these rate reduc- 
tions, but I submit that the threat of competition is not a factor which 
forces us to act in this manner. 

Mr. Heftel. Thank you. 

Mr. Inouye. Thank you. 

Do you believe that with the repeal of section 222, Western Union 
would still have to receive approval of FCC before it can begin serv- 
ices here ? 

Mr. Field. Mr. Chairman, I can't practice law, blit it is my under- 
standing of the FCC rules and regulations that Western Union would 
have to file a 214 application in order to acquire or operate a facility 
between Hawaii and the mainland, even though they have a tariflf for 
service and that tariff may be expanded. 

As other carriers, it would be my understanding that they would 
have to have a 214 application filed and approved. 

Senator Inouye. Therefore, it would not be possible for Western 
T'nion to use the repeal of this section to carry out predatory prac- 
tices? 

Mr. Field. Well, I hesitate in answering this, because my own feel- 
ing is, if we are asking for the same service from Western Union in 
Hawaii as they have throughout the mainland, we can expect the 
same record in Hawaii from their services as exists on the mainland. 

The record, as far as my own reading from the distance of Hawaii 
is concerned, doesn't appear very good. 

They appear to be closing oflSces and reducing services, rather than 
opening offices and increasing services. 

Senator Inouye. Finally., am I correct to gather from your state- 
ment that it is vour belief that it would not be in the best interests of 
the people of Hawaii to repeal section 222 of the Federal Communi- 
cations Act of 1934? 

Mr. Field. Yes. 

Senator Inottye. Thank you very much, sir. 

Mr. Field. Thank you. 

[The following information was subsequently received for the 
record.] 

Supplemental Statement of Hawahan Telephone Co. 

Hawaiian Telephone Company (HTC) appreciates the opportunity to review 
and comment on the testimony given by other parties at the Senate hearing, 
concerning repeal of Section 222 of the Communications Act of 1934, held in 
Ilonolulu, Hawaii on April 15, 1977. 

In the discussion which follows HTC will comment on those issues raised 
by virtue of testimony given at the hearing. Such conmients will be related to 
the testimony by reference to the witnesses* natme and the page number in the 
tmnscript of the proceedings wherein the Issue is discussed. In general HTC*s 
comments will cover five broad areas in which issues are raised : (1) Section 222 
Repeal, (2) Competition, (3) Services, (4) Satellites, and (6) Rate Integration. 



Digitized by 



gSo^ 



47 

SECTION 222 BEFEAL 

HTC is on record herein as being opposed to the repeal of Section 222 of the 
Communications Act of 1934 (Act). As has been discussed in previous testimony 
by other witnesses, Section 222 was added to the Act to effect a merger between 
Western Union and Postal Telegraph Company. This legislative action was taken 
in 1943 nearly nine years after the approval of the Act and during World War 
II. This action was taken because one of the then two existing domestic tele- 
graph carriers — ^the only competitors in the provision and delivery of public 
message telegraph services * — ^was going bankrupt.* At that time Hawaii was only 
a territory, not a state. By virtue of its central Pacific location it was then and 
is today both a strategic military location and a vital hub for international 
commerce. In this environment Hawaii matured as an entity with unique multi- 
national characteristics not found in other areas of the country. Hawaii achieved 
statehood in 1959. Accordingly, Section 222 was amended in 1960 to exclude 
Hawaii from the definition of "Continental United States". Clearly, it was not 
intended by Congress at that time that Hawaii should be classified as domestic 
l>ecause specific legislative action was enacted to change that whirti would have 
occurred automatically with statehood by the then existing definition. 

The fundamental issue which emerges from the proposed repeal of Section 222 
is the choice between a "domestic" or "international" definition applicable to 
Hawaii; although, the overall purpose of Section 222 has to do with merger 
of telegraph carriers. HTC is easily persuaded that the usefulness of Section 
222 as it relates to telegraph carrier mergers is past. On the other hand, HTC 
is not so easily persuaded that classification of Hawaii as a domestic i>oint 
through the simple action of repeal of Section 222 Is the appropriate course of 
action, as those who advocate repeal are inclined to favor. HTC believes that 
a more reasonable course of action would be to squarely face the question of 
whether or not international communications should continue to be segregated 
from domestic communications ; and if so, in what manner? 

In this regard HTC submits that there are inherently desirable advantages for 
Hawaii to remain an international point and jwtentially a Pacific gateway in 
the future. Apart from benefits to be gained from Hawaii's geographical loca- 
tion there are economic benefits to be derived from sharing facilities serving 
both international and domestic communications networks. HTC suggests that 
Hawaii's difference with respect to international versus domestic status should 
be preserved. Doing so will allow Hawaii to retain considerable leverage with 
regard to achieving rates for services which compare favorably with the Main- 
land. HTC is fearful that under a fully integrated domestic concept any economic 
advantages which might otherwise accrue to Hawaii will be averaged out to 
support the otherwise economically unsupported areas of the Mainland. 

At various places in the testimony, witnesses make the allegation that Section 
222 has resulted in discrimination against Hawaii. {Heft el re TV rates. Testi- 
mony p. 1 ; Minami re message telephone rates, Apx)endix to his testimony ; Flint 
re 35 different services, Tr. p. 53 ; et al.) "Discrimination" may be a poor choice 
of words as in common parlance it conveys a sense of emotional negativism and 
implies malice aforethought. "Discrimination" further implies that something 
is morally wrong with the situation being described — that favoritism and preju- 
dice are involved. Clearly this is not the case — ^just as it was not intended by 
Congress in 1960 that Hawaii should be included in the definition of "Continental 
United States". What has happened is that telecommunications to Hawaii have 
developed differently under "international" status than has been the case for 
the Mainland states. The reasons for this are obvious : 

(1) Hawaii is geographically more remote and therefore more inaccessible, 

(2) Hawaii is a young state, 

(8) Hawaii has experienced tremendous economic growth in the last two 
decades, and 

(4) Telecommunications technology has expanded considerably in the last two 
decades. 

It has been suggested in the testimony that ui)on repeal of Section 222 the 
control necessary to maintain regulation will remain with the Federal Com- 
munications Commission (FCC). (See Minami, Tr. p. 19 & 24; Williams, Tr. p. 
93 ; Merrill, Tr. p. 104.) HTC does not find this eventually particularly encourag- 



1 Wayne Minami, "Testimony Before the Senate Commerce Committee's Subcommittee 
Hearing on Senate Bill 1162," (Honolulu: April 15, 1977) Tr. p. 16. 

'Asher Ende, "International Communications/' Federal Communications Bar Journal^ 
▼ol. 28, p. 170. 
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iiif; because of tbe FCCs docmneBted polk? fmrorin^ competitioii. HTC does not 
feel tluit compecition is iu the l«5t interest of tbe people in Hawaii as will be 
coTered in the followiii^ diacasBion. 

OOMPETinOX 

SeTeral witnesses in this proceeding hare si^en testimony to the effect that 
competition in the telecommonications indnstrj is desirable and will produce 
lower iiriifs a< well un new and l^'iier qualitj service iHeftel, Tr. p. 7; Minamif 
p. 5S: irtf/i«fW4, Tr. p. 08: WiUiwms. Tr. p. 97 Jc 99: Merritt. Tr. 103-4). 

HTC has indicated in this proceeding that it is not conTlnced that competition 
in the communications industry is in the i-uMic's best interest (Field, Tr. p. 73) 
or that sach competition will produce lower rates {Field, Tr. p. 79). 

HTC agrees with the concept that competition in the free marketplace is a de- 
sirable thing and does generally prodoce the best goods and services at the least 
cost. However, experience has shown that free enterprise conc^ts are not woA- 
able when applied to the regulated public utility field. This was recognized over 
50 years ago as expressed in the following : 

"The theory of the regulation of municipal public utilities by the State 
tlinmjrh such a c^^mmissiou is to avoid competition which is now generally 
recognized as a needless economic waste and an entirely insuflScient method of 
sei'uriuff the necessary resrularion and control. T'nder this method, the State 
through its commission takes the place of competition and furnishes the regula- 
tion which i*i»miietitinn cannot pive. and at the same time avoids the expense of 
duplication in tbe investment and operation of competing municipal public 
utiUties."' 

This notion has l>een further upheld in the years since by various courts of 
law including the I'nited States Supreme Court which said that, "Merely to 
assume that competition is bound to be of advantage, in an industry so regulated 
anil so largely closed as this one, is not enough" * In a later decision from the 
r.S. Court of Appeals by Judge Malcolm R. Wilkey, the subject of competition 
was addressed as an insufficient basis for a regulatory agency decision to author- 
ize comi>etiug services — some beneficial public interest must be served,' 

There is a sayiniur that "history tends to repeat itself." Those knowledgeable in 
the history of telecommunications know that competition once played a part in 
the growth and development of telephone service. That growth and developmeit 
saw instances where two telephone companies tried to serve a single commimity 
only large enough to support one. As a result there was not only economic loss 
rause<l by wasteful duplication of facilities and inadequate service, but there was 
also the inc<mvenience to subscribers who had to pay for both services in order 
to have complete service throughout the community. There have been instances 
whore businesses in competitive communities had to have as many as three tele- 
]>hones on their desks in order to have adequate connections with residents of 
the community.* 

This was the situation which existed at the turn of the century, at a time when 
fierce competiticm ensued. With the increase in Interstate service it became appar- 
ent that some form of regulation was needed. The beginning of regulation came 
alK)ut in 1010 under the ^lann-Elkins Act whereby the regulation of interstate 
transmission of messages by wire and wireless was placed under the jurisdiction 
of the Interstate Commerce Commission. Eventually, in 1934, this task was given 
over to the newly created Federal Communications Commission as the task of 
regulation became more complex and radio began to develop as a comm uni cations 
medium.' 

And now we are at the exact antithetic point in time in which the Federal 
roniniunications Commission and others are advocating competition — ^that which 
in the first place authore<l the being of the Commission whose purpose in theory 
was to replace competition with regulation. If anything is to be learned from the 
example set by history, at the very least it should be to proceed cautiously before 
taking a giant step backward under the guise of progress. 



"' Francis X Welch. ''Cases and Text on Public Utility Resrulation*' (Washington : Public 
Utilities Report, 1961), p. 113. (Quoting from O. L. Pond, '•Public Utilities'* (3d ed.) 
8 001.1926.) 

* pro V. RCA, 346 U.S. 8ft (1953). 

^ HTC V. FCC, 498 F. 2d 771 (DC. Clr. 1974). 

•Welch, on. dt. p. 113. 

7 Ibid. pp. 548-9. 
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In the current situation HTC f orsees difficulties arising as a result of competi- 
tion being forced into the communications environment. Unquestionably there is 
a limited marliet for service to and from the State of Hawaii. Competition will 
only serve to duplicate facilities required by the competing carrier ico provide 
service. A single system being utilized at higher capacity permits provision of 
service at an overall lower cost to the public, 

A question was raised in the hearing relative to anticompetitive pricing and 
whether or not HTC engaged in such practice (Heftel, Tr. p. 76). As was 
answered in the hearing, HTC does not engage in such practice (Field, Tr. p. 
77). However, the line of questioning indicates a lack of knowledge of pricing 
philosophy in the regulated environment. Accordingly some clarification is 
warranted. 

Unlike the competitive industry which trades goods at successively higher 
values to obtain a profit, the utility must price its services to earn what is called 
a fair rate of return. The rate of return is figured as a percentage of the rate 
base or investment in the property required to provide service.* The utility must 
price its services so as to recover the return on its investment and expenses. The 
rate of return allowed is a figure set by the regulating authority upon examina- 
tion of the utility's rate structure and typically falls somewhere in the neighbor- 
hood of 8-10 percent at the present time. The figure is an upper limit which is 
not to be exceeded by the utility and in practice is rarely if ever actually at- 
tained due to the continual increase in cost of materials and labor, infiation, 
etc. 

It is impractical if not impossible for a utility to price all of its services at 
the same or at a constant rate of return. As is pointed out in Title I, Section 
1 of the Act the puriwse of regulating communications is "* * * to make avail- 
ahlc so far as possible, to all the people of the United States a rapid, efficient, 
Nation-wide, and World-wide wire and radio communication fuervice icith ade- 
quate facilities at reasonable charges * * *."• [Emphasis added.] Consequently 
basic exchange telephone service has to be priced in a certain way; and as a 
result, some services earn a lower rate of return than others. Some other serv- 
ices are more of a luxury and consequently of more value, or have more risk; 
and accordingly, they warrant a liigher rate of return. As a result the overall 
rate of return is an average which balances out the higher return services against 
the lower return services. If through competition the utility is forced to reduce 
its rates on its higher return services (which are the only ones really vulner- 
able to competition) then it has no choice but to increase its rates for the lower 
return services in order to maintain the balance. 

SERVICES 

At this point in the supplemental testimony, we turn to a discussion of the 
various services possibly affected by repeal of Section 222 as discussed in direct 
testimony. 

MaHgram 

In the testimony presented before the subcommittee, it was mentioned that 
Mailgram was delayed in being provided to Hawaii because of Section 222 
(Minami, Tr. p. 18 >. Mailgram was initiated on the Mainland by Western Union 
Telegraph (WTJT) on an experimental basis in January, 1970. It is worth noting 
that WUT's initial service was limited to the larger cities on the Mainland — 
Hawaii was excluded in the beginning regardless. Two years later, in April, 
1972, WUT filed an application with the FCC to provide service to Hawaii. In 
October, 1972 (the same year as WUT). HTC filed its own application with the 
FCC for the provision of Mailgram service between Hawaii and the Mainland. 
For HTC to provide this service it is necessary for HTC to connect with WUT's 
facilities on the Mainland and vice verse. To accomplish this, an agreement 
between HTC and WUT was executed on December 20, 1972. Tliis agreement 
was subsequently cancelled a year later by WUT in the absence of action on 
HTC*s application by the FCC. 

The FCC determined that Section 222 was not applicable based on a Judg- 
ment that Mailgram was a new and unique service. However, this decision was 
overturned by the United States Court of Appeals (544 F2d 87, 2d Cir. 1976). 



• Ibid. p. 248-60. 

t Communications Act of 19S4, As Amended, p. 1. 
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f 'oiiH'«juoutly, tilt* ilelay in pruvidiug Mailgraiu to Hawaii was a result of the 
artiviticH siiiTouiidiug lit illation. S«n-ti(in 2T2 unly effects provision of Mail- 
Kraiii wrrice to Hawaii by Western Union Telejn-apli. Tliere is no valid technictil 
or lepil reason why Mailj£ram sjervice could nut have l»een provided to Hawaii in 
l!ii2. It appears on the .surface tliat the interest vt the public and the potential 
>JaiIjrrani fruslonuT was >u)»ordinated by the rt'trulatdrj- process which devoted 
Its attention to the qucstiuii of which of the carriers would provide service 
rather than how <'an the public l>est be served. The question still remains un- 
^:('ttled. Ah a rertult Mail^ram is beinf? provided today on an interim l>asi.s, with 
Hawaii being served jointly by six carriers to pre-serve the interest of each. 
Wliile tills arrangement is not the niust desirable l»ecause of the costly dupli- 
i-ation of facilities. Mail^ram service is l»ein}i: provided. 

There is however an advantage to Hawaii's customers achieved as a by-prod- 
uct of Hawaii's treatment as an international point. The current rate for a 100- 
word Mailgram processed from Hawaii under the joint arrangement costs the 
Hawaii customer $2.50. As a result of Mainland rate increases, the same message 
processed by WUT costs the Mainland customer $2.75. If Section 222 is repealed 
and WUT extends Mailgram to Hawaii, it is anticipated that Hawaii's customers 
will also have to pay more for Mailgrams. 

It was also indicated in testimony that certain Mailgram service options are 
not available under the interim arrangement t»ecause of Section 222 and lack of 
agreement by HTC and the International Carriers. (Flint, Tr. p. 52). HTC's 
position is that these options represent either a minor variant of basic Mail- 
gram service or, as in the case of ''automated input" the demand is so negligible 
as to be insignificant which is also the case in most cities on the Mainland. 

Technically and legally there are no reasons why all Mailgram futures can- 
not be made available in Hawaii. The existing carriers can provide such features; 
however, it appears that WUT is reluctant to allow this. HTC submits that cus- 
tomers should be given first consideration with regard to service — ^not the carrier. 

Considerable testimony was given which addresfited the subject of television 
service to Hawaii and the associated rates. It was claimed that the threat of 
comi>etition from other carriers caused HTC to reduce its rate to a comparable 
competitive rate {HeftcL Tr. pp. 7 & 78; Flint, Tr. pp. 60 & 50; Qrhnms Tr. 
p. 110-11 ) , that repeal of Section 222 may result in lower television rates ( Weiner, 
Tr. p. S3 : Qrimm, Tr. p. 108), and that Hawaii is deprived of television programs 
because of unavailability of satellite capacity or prohibitive cost (Minam4, Tr. 
p. 36: Grimm, Tr. p. 109 >. Trior to discussing the issues raised in the testimony, 
a brief history of television usage and rates is presented for information. 

The first live satellite television reception via COMSAT'S Lani Bird satellite 
from the Mainland took place on November 19, 1966. Three programs were re- 
ceive<l from the Mainland and eight programs were sent during 1966 for a total 
of eleven programs, yielding nine hours of usage. The initial satellite rates for 
color television l>etween Hawaii and San Francisco equated to $6,500 for the 
first hour and $4,875 for each additional hour. Television transmission over this 
generation of satellite required the full capacity of the satellite, and all voice 
grade transmission had to l>e discontinued in order to transmit television. 

I-sage remninetl fairly low in the early years. On February 24, 1969. color 
television rates were reduceil to $3,100 for the first hour and $2,310 for each con- 
secutive additional hour. As a result, 82 hours of usage occurred. Most of the 
programs provided coverage of important news events. 

Simultaneous transmission caimbility and the ability to transmit television 
without interrupting voitH* communications came about in the latter part of 
1969. Sunday morning and Monday football programs were brought in live. Since 
then usage has increase<l to 200 to 300 hours annually. 

On Ai)ril 1. 1976, a new rate was introduced for a fl(K)-minute package of tele- 
vision transmissions (five 30-niinute showH for four conHenitlve weeks), lower- 
ing the ix^r half-hour cost from $1,870 to $1.11f>.riO. Hy Its Order in Docket 
W-P-r-649 et al. released July 20. 1976. tin* FCH1 authorized communications 
via the AT&T/GTE domestic satellite HyMfein. Prior io this, television service 
was available only from COMSAT at a lilglier rcmt. With the inauguration of 
domestic satellite service, rates were riiluri'd to $1,000 per hour, effective 
July .HI. 1977. Tlie result has l>een greatly fxpnndi'd leleviHlon coverage of sports. 
RlKH'ial events and the introduction of daily news fi'eds. It is anticipated that 
annual usage will continue to increase. 
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At the present time it is not economically practical to transmit a television 
signal over a submarine cable using todaj's teclinology because the television 
signal will displace the telephone traflSc due to the very broad bandwidth re- 
quired by the television signaL Consequently, off shore television service did 
not become practical until the new technology of satellites entered the realm of 
communications. As previously mentioned, earlier generations of satellites could 
transmit television only by using a major portion or all of the spectrum available. 
HTC submits that it is the development of satellite technology coupled with the 
timeliness of its application and increased demand that leads to the reduction 
in cost for satellite television usage. HTC's potential competition expressed 
interest only when it looked like the plum was ripe. Repeal of Section 222 would 
not seem to be a factor in this process. 

It is anticipated that television service costs, characterized in the testimony 
as **prohibitive", will decrease as the demand for usage increases. Television 
service is currently provided via two back-up satellite transponders reserved 
for message telephone service. Such usage is made available on a totally pre- 
emptable basis ; and accordingly, no satellite costs are assigned to the rates for 
television service. Such pricing is acceptable as long as there is only a single 
entity providing the service. However, should WUT or some other carrier he 
authorized to provide service to Hawaii we would expect objections to HTC's 
lower rates. Clearly at this point some allocation of satellite costs to the tele- 
vision rate would be appropriate. The result would of course be a higher rate 
for television service than is otherwise possible. Three channels are available, 
for simultaneous transmission of television ; however, during the rare occasions 
when all three channels are required at the same time, a higher rate for one of 
the channels applies because it is provided via COMSAT at higher cost. 

In this regard, COMSAT filed rates for contract television service under its 
Tariff F.C.C. No. 1 effective April 20, 1977, as follows : 

Per minimum 

service period Each 

of 1.300 additional 

minute 



Video 

Type I audio 

Type II audio 

Type III audio 

Voice coordinatioB.. 



$37,700 


$29.00 


1.625 


1.25 


3.250 


2.50 


4,«75 


3.75 


1,625 


1.25 



Even on a bulk basis COMSAT*s rate is still almost twice as high as HTCs 
current rate. 

It should be pointed out that additional earth stations or television operating 
centers to provide television service in Hawaii are neither necessary nor desirable. 
Adequate facilities currently exist to handle television service traflSc in 
Hawaii. A television operation center (TOO is established in Hawaii 
as are the transmission facilities to carry signals from the satellite earth station 
at Panmalu to the Honolulu TOC. The FCC initially decided that a single TOC 
in Honolulu was preferable to an arrangement whereby multiple facilities 
would exist with service being rotated among carriers, as is the case on the 
Mainland. The service arrangement chosen is the most practical since it avoids 
wasteful duplication of facilities. This also adds less overall cost than establishing 
new earth stations, terrestrial facilities, or TACs. Furthermore it is even more 
economical to consolidate or share facilities with international traffic since such 
traflic must still be routed via COMSAT and the land based facilities already 
in existence. As a means to accomplish lower television services rates repeal 
of Section 222 does not seem appropriate. 

Private lAne 

Testimony given on the subject of private line services indicated that private 
line service rates between Hawaii and the Mainland should be integrated 
(Minami, Tr. p. 36-7), and that such integration could have occurred had 
Western Union been given authority to establish satellite service (Flint, Tr. 
p. 50). 

Because of the initial high cost of providing communications channel facilities 
(i.e., submarine cable and satellite) and limited demand, the initial cost for 
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private line serrices was quite high. The following table shows the historical 
rate reductions which have occurred for private line voice service. 

Private line voice service rate reductions (fnHvate line telephone service)' 

Effective date : Monthly rate 

Oct. 9, 1957 $20,000.00 

Feb. 1, 1965 17, 000. 00 

Apr. 15, 1966 16, 922. 50 

Oct. 1, 1966 14, 000.00 

Jan. 20, 1967 9, 800. 00 

Nov. 1, 1968 8, 400. 00 

Mar. 22, 1970 8, 000. 00 

Apr. 20, 1971 7, 800. 00 

Aug. 18, 1971 6, 700. 00 

July 30, 1973 6, 600. 00 

Dec. 28, 1973 6, 500. 00 

Feb. 25, 1974 6, 200. 00 

May 1, 1975 3, 770. 00 

It can be seen that private line voice rates have continually decreased over 
the years — a little more than 80 percent over a period of 18 years. 

Presented in Attachment A is a summary of private line teletypewriter service 
rates changes which have occurred since 1967. Here again it can be seen Uiat 
rates have been reduced drastically (over 95 percent, considering maYJTnum 
charge) while the service offering has been expanded. 

Here the record is clear. HTC has made considerable progress in providing 
competitively priced private line services in response to Hawaii's business needs. 
The argumentative comparison of rates between Hawaii and the Mainland is 
questionable because of the incremental costs associated with the buildup of 
the Mainland network configuration versus the point-to-point Hawaii/Mainland 
communications channel requirements. However, as indicated in previous testi- 
mony, HTC's rates for slow speed services are comparatively priced significantly 
lower than Mainland services. Other than a desire on the part of the FCC to 
promote competition, there is no reason why the present satellite system should 
not be used for private line services in which case domestic rate levels for 
voice grade services could be easily be achieved. 

Currently under consideration is a proposal to integrate private line rates 
with AT&T's multipoint private line (MiPL) service concept. When finalized 
HTC anticipates that rates for private line service to the West Coast will be 
reduced to less than $1,200 per month. Considering that any other carrier serving 
Hawaii would be duplicating facilities in doing so it does not seem possible 
that another carrier could offer service to Hawaii at less cost than is currently 
available. 

Ra4io 

Testimony was given concerning the status and quality of communications 
service utilized by Hawaii's radio broadcast industry. Concern was expressed 
regarding the bandwidth and associated voice quality involved in Hawaii/Main- 
land broadcast feeds (Berger, Tr. p. 85; Gabbert, Tr. p. 116). 

Hawaii's radio broadcasters utilize for the most part the long distance tele- 
phone network to dial up a connection with the major networks on the Mainland 
to provide the network's programming and civil defense alert. Accordingly the 
charge incurred for this service is the same as a long-distance telephone call. 

In order to successfully transmit the human voice a bandwidth of nearly 
three kilohertz is necessary. The total available bandwidth of satellite and 
submarine cable facilities is limited, and the majority of all communication 
is in the nature of voice traflSc. Accordingly, communication equipment is designed 
to handle a standard three or four kilohertz voice channel. Facilities are engi- 
neered to handle communication traflSc in the most economical manner i.e. by 
designing as many voice circuits as possible into the bandwidth available. There- 
fore, a narrow bandwidth Is more economical. The wider bandwidth ^^Ich Is 
desired by the broadcasters enhances the overall quality of the voice transmis^ 
slon and gives greater fidelity to music. 'Such wider bandwidth service Is avail- 
able, but the broadcasters have never chosm to use it. 
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Classification and availahilitp 

Testimony was given concerning the non-availability of certain ser\'ices to 
Hawaii; whereas, these same services are indicated as being available on the 
mainland. WUT referred specifically to Certified Mailgram, Business Reply 
Mailgram, Automated Input Mailgram, Telegraphic Money Order Service, Night- 
cast Service, News Alert, Pollution Alert, Science Alert, FYI Dial-In Service, 
Sicom, MDS, Infocom, Datacom, Spacetel, Hot Line, and generally to "over 
35 different services available on the mainland which are not currently avail- 
able here" {Flint, Tr. p. 53). Other testimony, made additional reference to 
Datagram, TWX Telepak Series 5000, Inward WATS, and Dataphone Digital 
( Williams, Tr. p. 91 ) . 

Upon inspection it would appear that most of these services are simply generic 
variations of some general class of service, i.e., Mailgram, voice, high-speed 
data, low-speed data, etc. However, what the service is called may vary depend- 
ing on the carrier; or the rate structure may vary depending on marketing 
strategy. As has already been indicated no business demand exists for Mailgram 
automated input. Hopefully no demand will ever exist for "Pollution Alert" 
in Hawaii. Telegraph money orders are currently available from the inter- 
nati(mal record carriers. HTO offers TransPac Data Channels which are similar 
to Datacom service between Hawaii and San Francisco. Datagram service is 
simila r to HTC's radiogram service in operation interisland today. Concerning 
TWX, TeleX is available for international commu nicat ions. Western Union 
Hawaii has SDX and DDX which are identical to TWX. HTC has teletype 
Datatel service also available. The FCC has rejected AT&T's Telpak on the 
basis of rate level and cost support methodology. HTC (as well as AT&T) filed 
for WATS between Hawaii and the Mainland to become effective August 1, 
1977. Infocom and Dataphone Digital type services will be available from HTO 
by virtue of its data switched network service to be offered in late 1978. A more 
detailed discussion of WUTs "35 different services" claim is presented in Attach- 
ment B. The representation in testimony of certain services being available on 
the Mainland and not in Hawaii ai)pears to be overstated. Even those services 
which WUT refers to could be made available through interconnection with 
HTC. 

SATELLITES 

Considerable testimony was given in this proceeding to the effect that satellites 
are better than submarine cables, that their liberal use should be encouraged, 
and nnmerons benefits are to result therefrom. For example : Satellites eliminate 
distance as a factor in ratemaking (Inouye, Tr. p. 6; Minami, Appendix, p. 1; 
Weiner, Tr. p. 84 ; Williams, Tr. p. 91 ) ; Satellite technology lessens need for 
Section 222 and regulation (Minami, Tr. p. 19: Merrilh Tr. p. 102) ; Satellites 
serve many cities direct (Minami, Tr. p. 21) ; Satellites bring about lower rates 
{Flint, Tr. p. 50) ; Satellites offer more advantages than submarine cable (J/er- 
riK,Tr.p.l04). 

Here again we have an example of history repeating itself. At the time radio 
was developed for long distance communications in the late 40's it was felt that 
trans-oceanic cable would never be laid again. However, the development of the 
repeaterixed caUe soon replaced the noisy and fading high frequency radio. 
Therefore, it was only natural for some people to conclude in the mid 50*s that 
transoceanic communication by radio was passe and that never again would time, 
money, and effort be wasted on radio. This began to turn around within a few 
years wh«i the Russians launched Sputnik so that by the early 1960's the satellite 
communications era had begun. So the emphasis shifted from cable to radio, 
back to cable and then to radio again — all in the space of less than two decades.*® 
This example should serve as a reminder to use caution in shifting totally from 
cable to satellite, as is currently being advocated by some. 

Turning to the specific testimony given, let us first consider the discussion rela- 
tive to satellites* purported "distance-insensitive" nature. The application of the 
"distance-insensitive" argument fails to consider the variable nature of earth 
station costs which are a function of the channels used. By the same token un- 
used satellite capacity is wasted and would increase the costs on a per channel 
basis. Therefore, the cost to provide satellite service between San Francisco and 
New York versus service between San Francisco and Hawaii (approximately 
equal distan ces) would not be equal because the traflBc through the New York 

i« Ende, op. cit, p. 164. 
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earth station would be different and probably much higher than the traffic through 
the Hawaii earth station. The more channels used through a single earth station 
the cheaper the cost per channel. 

In its testimony WUT acknowledges that higher costs are incurred to serve 
Hawaii by indicating that substantial funds were spent for the purpose of in- 
stalling special antennas on the satellite to direct radio energy "spot beams" to 
Alaska and Hawaii {Flint, Tr. p. 49 and 50). 

The notion of incurring higher satellite costs to serve remote points is ade- 
quately shown by Satellite Business Systems (SBS: a partnership sponsored by 
COMSAT General, International Business Machines, and Aetna Casualty and 
Surety Company) in a proceeding currently before the FCC wherein SBS is seek- 
ing authority to operate a domestic satellite system. SBS has determined not to 
serve Hawaii and other offshore points for reasons as stated in the following 
discussion. 

In its April 11, 1977, Supplemental Memorandum SBS stated as follows : 

''In its August 20, 1976, Opposition SBS responded to the pleadings of other 
parties which raised the issue of direct service to offshore points. SBS explained 
the basis for its determination that 'it would not be economically sound nor 
provide the most eflScient use of the existing technology in the 12/14 GHZ bands 
to incorporate into the initial generation of SBS satellites the capability of 
serving directly earth stations located in the offshore points (Opposition, p. 108). 
In particular SBS stated that to provide such capability would 'result in in- 
creased costs of providing service to all customer locations' (p. 113) and that 'the 
number of likely customer locations in Alaska and Hawaii during the initial 
phase of SBS System operations is expected to be limited (p. 113)." ^ 

Furthermore SBS asked their suppliers to consider how they could modify a 
satellite design to meet SBS's requirements and encompass the additional offishore 
(including Hawaii) capability. In summary the results of the analyses were as 
follows : 

(1) Satellite capacity is reduced some 25 to 30 percent because of the diver- 
sion of power required to serve the offshore points. 

(2) Larger antenna sizes are required at the offshore points in order to mini- 
mize the amount of power required, i.e., 10-15 meter dish required rather than 
5-7 meter dish possible on the Mainland. 

(3) New traveling wave tube amplifiers are required to develop an adequate 
signal strength for the offshore points at an additional cost of approximately 
$5 Million. 

(4) There is an increase in weight resulting from the "spot beam" equip- 
ment which reduces the station-keeping fuel equivalent to some three months of 
satellite life.*^ 

In its analysis of demand for service, SBS concluded that there existed "no 
significant potential demand for SBS service in Hawaii."^ HTO agrees with 
SBS's findings and conclusions on this matter. 

In examining the quality of satellite communications it is helpful to look at a 
comparison of cable vs. satellite. Such a comparison is presented in Attainment 
C. It is apparent that advantages and disadvantages exist for both satellites and 
cable. It seems prudent therefore to maintain a cable/satellite facilities mix 
policy. This permits the best advantage of each to be utilized as needed, as well 
as providing diversity in routing in case of transmission problems. 

Witnesses in this hearing appear to be following a "more is better" line of 
thinking with regard to satellite usage. The idea appears to be that the more 
satellites there are, the more competition there will be and lower rates will result 
Previous discussion herein has already dispensed with the competition and lower 



^ Supplemental Memorandum of Satellite Business Systems, FCC Pile No. 7-DSS- 
P-76. et al., April 11. 1977, p. 2. 
" Ibid. pp. 7 and 8. 
" Ibid. p. 18. 
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rate issues. Clearly what remains then is a sky full of satellites- beginning for 
usage and someone to underwrite the cost. Happily or not, the costs will 
eventually find a home. 

The number of satellites capable of serving Hawaii from the entire continental 
United States is limited by the number of positions in the orbital area which 
are visible from both the East Coast and Hawaii. This equates to about ten satel- 
lites. 

The number of earth stations is limited by the availability of sites from which 
an earth station can operate without interfering with other radio communications 
systems. Attachment D shows the locations of earth stations by the various car- 
riers. It can be seen that existing coverage is good. 

While on the surface it may ain[)ear that satellites might eliminate distance as 
a factor in ratemaking the preceding discussion indicates that this is not the 
case. Consequently it does not follow that satellites intrinsically bring about lower 
rates. Furthiermore, for reasons of higher cost and considerations regarding com- 
petition discussed previously, it is difficult to see how satellite technology re- 
duces the need for either regulation or section 222 at all. 

BATE TSTTElSRAnOlX 

Considerable testimony in this hearing was devoted to the subject of integra- 
tion of Hawaii-Mainland long distance rates with Mainland rates. Much of the 
testimony by other witnesses involved some aspect of rate equality with the 
Mainland. The most significant in this regard is the Appendix to the State of 
Hawaii's Testimony by Mr. Minami concerning "discrimination", and Mr. Mina- 
mi's responses to Senator Inouye's and Congressman Heftel's questions (Tr. pt). 
36-37). 

In the Appendix to Mr. Minami's testimony and in the question and answer 
exchange between he and Senator Inouye, statements were made in regard to the 
lack of progress being made toward integration of Hawaii-Mainland rates with 
domestic rates. Specifically, it was indicated that the "first tentative steps toward 
rate integration" did not seriously begin until 1972 {Minami, Appendix, p. 1), and 
that "(b)eginning in May, 1975, the State of Hawaii became concerned that 
domestic satellites would, in fact, enter service without any satisfactory rate 
integration for service to and from Hawaii being included" (J/i»ami, Appendix, 
p. 2). 

HTC submits for the record Attachment E which shows a history of rate reduc- 
tions for Hawaii-Mainland message telephone service going back for 20 years. 
The attachment also shows the average cost of a call in the years that rate re- 
ductions took place. It is interesting to observe from Attachment E, that rate 
reductions on a cumulative basis had amounted to $10.56 for the average call by 
1973, compared with the expected cost of an average call after July 1, 1977 of 
$4.69. 

HTC*s objective insofar as Hawaii-Mainland message telephone service is 
concerned is to maintain high quality reliable service and to achieve the lowest 
XK>ssible rates without causing undue burden on the local exchange rate payer. 

The subject of Marisat, a satellite service devoted to marine usage was dis- 
cussed and used as an example of discriminatory treatment. In the testimony 
it was indicated that Hawaii users are subjected to "an add-on charge of as much 
as 21 percent over and above the charge to Mainland users in some instances" 
for Marisat use (Minami, Tr. p. 23). The fact is that treatment for Hi^waii 
customers is no different than customers on the Mainland or elsewhere in the 
world. Marisat communications are routed via one of the two earth stations 
located on either the east coast or the west coast of the Mainland and from 
there to the ship at sea via the Marisat satellite. Charges for this service are 
based on the tariffed toll rate from the land-based location to the appropriate 
earth station plus a $10 per minute charge made for use of the Marisat facility. 
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Therefore, customers located physically closer to the earth station pay less 
than those customers more remotely located because of the structure of the 
rate network in effect both domestically and internationally. To characterize 
this as an "add-on charge'' which implies a distinct application of additional 
charges in an antihomogeneous fashion seems hardly appropriate. Further- 
more, the so-called "add-on" charge is insignificant compared to the invest- 
ment required to make even the first call. To acquire the antenna and facilities 
needed on ship requires either an investment of $51,750 or a rental of $1,275 per 
month. Comparatively the "add-on" charge represents a very small percentage. 
The entire subject of rate integration Is complex and, for a thorough analysis, 
deserves much more attention than was provided at the April 15 hearing or is 
capable of being given here. In HTC*s opinion, the question of MTS rate inte- 
gration has no place in a review of Section 222. HTC offers testimony on this 
subject only because so much emphasis was placed on this subject in the hear- 
ing. Although there may be a cause and effect relationship hoped for by the 
advocates of competition, such is entirely speculation. The case for or against 
repeal of Section 222 must be decided on the basis of the practical and direct 
effect of such repeal might have on the telecommunications scheme of things. HTC 
submits that results being sought are of questionable value ; and that even if the 
objectives outlined to date are found to have merit, repeal of Section 222 is a 
dubious means of achieving them. Accordingly, HTC recommends that : 

1. Section 222 not be repealed ; or 

2. If such repeal is to be pursued that it be consolidated with a general review 
of the Communications Act of 1934 ; and 

3. That the existing domestic/international boundary status be retained while 
the proposition of eliminating same be given thorough study and analysis. 

AHACHMENT A 
SUMMARY OF RATE CHANGES FOR TRANSPACIFIC CHANNELS— TARIFF FCC NO. 5 

Private line tefetyp«writer service rate 
per month— days per week (8 hrs. 
per day) 

Date Single service, 60 speed 5 6 7 

Oct 9,1957 California, Oakland $3,500.00 $3,850.00 $4,200.00 

Each additional hour 437.50 481.50 525.00 

Maximum charse for 1 month, $7,000. 
Single service, 75 speed, plus 10 percent. 
Duplex service, 60 or 75 speed, single service plus 25 
percent 
(Add) Single service, 100 speed, single service plus 25 percent 
Duplex service, 60, 75, or 100 speed, single service plus 25 
percent 

June 1,1965 California, Oakland 2,80a00 3,080.00 3,360.00 

Each additional hour 350.00 385.00 420.00 

Maximum charge for 1 month, $5,600. 

Dec. 3,1964 California, Oakland 2,225.00 2,670.00 3,110.00 

Each additional hour 275.00 330.00 385.00 

Maximum charge for 1 month, $5,600 (no change). 
Single service rates are for 60 or 75 speed. 
Single service, 100 speed, singte service plus 10 percent 
Duplex service. 60, 75, or 100 speed, single service plus 10 
percent 

Oct 1,1966 California. Oakland 1,745.46 2,094.55 2,443.64 

Each additional hour _.._ _ 216.44 259.72 303.01 

Maximum charge for 1 month, $4,363.64. 
Feb. 18, 1967 California, Oakland— Only full period service now available: 
Single service, 60 or 75 speed, $2,500. 
Duplex service, 60 or 75 speed. $2,750. 
Single service. 100 speed, $2,750. 
Duplex service, 100 speed, $3,025. 
Aug. 21, 1971 California, San Francisco: 

Single service. 60 or 75 speed. $2,436. 
Duplex service, 60 or 75 speed. $2,680. 
Singte service. 100 speed. $2,680. 
Duplex service, 100 speed, $2,948. 



Sept 1,1958 
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3, 1972 California, San Francisco: 

Half-duplex service, 55 baud $2,436 

Duplex service, 55 baud _ 2,680 

Half-duplex service. 75 baud 2,680 

Duplex service, 75 baud _ 2,948 

Duplex service, 150 baud _ 3,350 

24^ 1972 California, San Francisco: 

Half-duplex service, 55 baud _ 2,436 

Duplex service, 55 baud _ 2,680 

Half-duplex service, 75 baud _ 2,680 

Duplex service, 75 baud _ 2,948 

Half-duplex service, 150 baud 3,045 

Duplex service, 150 baud 3,350 

5. 1974 California, San Francisco: 

Half-duplex service, 55 baud 1,872 

Duplex service, 55 baud 2,080 

Haft-duplex service, 75 baud 2,080 

Duplex service, 75 baud _ 2,288 

Half-duplex service, 150 baud _ 2,350 

Duplex service, 150 baud 2,600 

1. 1975 California, San Francisco: 

Half-duplex service. 55 baud _ _ 1,357 

Duplex service, 55 baud 1, 508 

Haft-duplex service. 75 baud 1, 508 

Duplex service, 75 baud 1,659 

Half-duplex service, 150 baud ___. 1,700 

Duplex service, 150 baud 1, 885 

14, 1976 California, San Francisco: 

Type 1005, 75 baud 225 

Type 1006, 150 baud 300 

Type 1007, 300 baud 500 

Type 1008, 600 bps _ — 900 

Type 1012, 1,200 bps _ _ 1, 200 

Type 1024, 2,400 bps _ _ _ 2,200 

Type 1048, 4,800 bps _ 3,000 

(ATTACHMENT B) 

Detailed Discussion on WUT Services 

ollowing are HTC's comments and observations concerning services offered 
WUT on the Mainland and not available in Hawaii as indicated by them 
heir submittal oflfered subsequent to and in support of their testimony. 

Telew/TWX. — Telex/TWX is a record communications service not offered 
HTC. Although it is true that TWX is not available in Hawaii, existing 
Item Union of Hawaii (WUH) SDX and DDX customers as well as ROA., 
I and ITT international telex customers can communicate with the domestic 
5X/TWX network through the interconnection capabilities of the carriers, 
hough "interconnected" information transfer arrangements are possibly 

desirable than actually being an integral part of the domestic Telex/TWX 
^ork, such arrangements are possible. It is therefore erroneous to say that 
ji^TWX communications service is not available in Hawaii. 

Telex/TWX Terminal Equipment Options, — HTC believes that if custom- 
tmly desire such options, appropriate service offerings can be made avail- 
> by the carriers; however, such arrangements may not be particulaly at- 
rtive to customers for reasons of network integrity and maintenance support. 
a case in point, ITT does allow customers to lease teletype machines from a 
^ party, and services their telex requirements through interconnection with 
direct distance dialing network. 

Infomaster, NITE Cast, Redi List, Infocom, Sicom and MDS(. — These .<?erv- 

either will or can, depending on customers' interest, be made available 
h HTCTs introduction of its Data Switched Network (DASNET) in late 1978. 
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4. FT T Informational Serriceif, Xews Alert, PoUiition Alert and Science Alert.— 
IITC is of the opinion tliat WUT does not actually provide these information 
serrices but only provides access to these services through their Telex/TWX 
network. 

5. Mailgram. — Discussion on Mailgram can be found in the text on page 9. 

6. Datagram. — HTC provides a similar service to customers wishing to initiate 
telex messages through WUI, RCA or ITT. This is accomplished through our 
Radiogram service offering. 

7. Response Phone. — If WUT does provide this service through its public 
oflace, it appears that this service is not a communications service but rather 
one of an answering bureau or telephone solicitation bureau. Slmiliar services 
are available from agencies other than communications carriers. 

8. Commercial /Credit Card Money Order. — HTC believes that these services 
are not truly communications services but more in the nature of financial trans- 
actions. It appears that these are essentially money by wire services (similar 
to floral telegraph delivery) whereby WI'T itself honors customers' requests 
for cash disbursements to third parties and then bills their customers for the 
disbursement plus a service charge. 

9. Pergonal Opinion Telegram fi. — Personal Opinion Telegram service is cur- 
rently available from the IRC's at a reduced rate of $1.50 for 25 words or less. 

10. Hot /Line, Space Tel, Broadband. — Alternate voice/data arrangements 
such as these can be provided over high traflic routes. While they appear at- 
tractive and unique (and they are for high density routes) the biggest problem 
associated with the provision of these services is that the existence of high traffic 
routes of a pure point-to-point nature for Hawaii is questionable. If WUT pro- 
poses to provide such service to and within Hawaii then it is highly likely that 
they would be cross-subsidized by other services or routes. 

11. Data Com. — Multiplex data channel offerings such as the.se are available 
between Hawaii and the Mainland for data speeds up to 4.800 bits per second. 
Such service is offered intrastate for data speeds up to 300 BPS. Intrastate routes 
will in the future be examined for the feasibility of increasing channel speed up 
to 4800 BPS. 

12. Westar. — If the moratorium AT&T /GS AT provision of commercial service 
is lifted, there is no reason why a full spectrum of services identical to Westar 
cannot be offered to commercial business customers within the State of Hawaii. 

ATTACHMENT C 
COMPARISON OF SATELLITE VERSUS SUBMARINE CABLE COMMUNICATIONS 



Parameter 


Satellite 


Submarine cable 


Bandwidth 

Life. 

Traffic rootini 

Transmisston 

Interference 

Location 


.. Will support a variety of wide-band services such as 

TV, hifh-speed data, etc 
.. Relatively short (approximately 7 years), nonrepairaUe. 

- Flexible 

.. Transmission delay on the order of 300 milliseconds 
experienced. Causes voice echos and high-speed 
data errors. 

.. Can interfere with terrestrial radio network causini 

.. Limited to synchronous position orWt required to view 
United States. Hawaii, and Alaska. Approximately 
10 positions possible. 


Not economical for widt-baod services. 
Lonf^^prowmately 20 years), can be rt- 
Fixed point to point 

no imenerence or iieiiueiiby ooonnnaDee 

required. 
Unlimited. 


ATTACHMENT D 
DISTRIBUTION OF SATELLITE EARTH STATIONS 


A.T. & T.;GSAT Western Union Teleraph 


RCA 


New York 


New York 


New York. 


Sa?;:::::::::: 

Tampa 

San Francisco 

LosAnMles .. 


:::;:::;::::::::::::::::::SS£E"::;::::::::::::; 
:::::::::::::::::::::::::: a^T*"".::::::::::: 


Chicago. 

San Francisco. 

Us Angeles. 

— Houston. 

Washington. D.C. 






San Juan. PR. 


Alaska. 
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ATTACHMENT E 
HAWAII-MAINLAND MESSAGE TELEPHONE SERVICE SUMMARY OF RATE REDUCTIONS 

Approximate Approximate 
percent rate cost of 

Date off rate reduction reduction average call Description 

Oct9. 1957< - 10.0 $18.30 Establish classined rates. 

Feb. 1, 1965.. 15.0 15.46 Across the board reduction, also establish station— evening 

rate period. 

Mar. 5, 1967 5.0 14.96 Initial period rate reduction, person/station. 

Nov. 1, 1967 2. 14. 58 Change in day-evening-night time periods. 

Mar. 1, 1970 12.5 13.26 Across the board excepting initial period person rates, elim- 

inated station evening rate period. 

Nov. 29, 1970 12.5 11. 08 Across the board reduction. 

June 17, 1973 12.0 9.74 Established dial station rate differential 

May 20, 1974 21.0 7.87 Across the board, also established dial station 1 minute 

initial period late night rate. 

Mar. 29, 1976 20.0 6.25 Across the board, also established 24 hour 1 minute initial 

period dial station rate and night period rates (additional 
minute) for station/person. 

July 1, 1977 25.0 4.69 Across the board reduction. 

1 Rate prior to Oct 9 1957 equals S20.30. 

Senator Ixouye. Our next witness is tlie director of government and 
community affairs of KGMB and will be testifying on behalf of Mr. 
Richard Weiner, who is the vice president of the Hawaii Association 
of Broadcasters, Mr. Doney. 

STATEMENT OF JAMES DONEY, DIRECTOR, GOVERNMENT AND 
COMMUNITY AFFAIRS, KGMB, ON BEHALF OF RICHARD A. 
WEINER, VICE PRESIDENT, HAWAII ASSOCIATION OF BROAD- 
CASTERS; ACCOMPANIED BY ROBERT WILSON, PRESIDENT; AND 
LAWRENCE S. BERGER, PRESIDENT, KHVH 

Mr. Doney. I'm Jim Doney, director of government and community 
affairs for KGMB-TV in Honolulu. I have been asked to read the 
statements of Richard Weiner, Lawrence Berger, and Mr. Robert 
Wilson. 

All asked me to express their regrets for not being able to be here. 
They asked me to read their statements because I'm a member of the 
Legislative Committee of the Hawaiian Association of Broadcasters 
and assisted them in the pi'eparation of their statements. 

Mr. Richard Weiner is general manager of KGMB-TV in Honolulu, 
vice president of the Hawaiian Association of Broadcasters, and 
chairman of that bmly's legislative Committee. 

I am here to lend my support to the passage of S. 1102 which would 
repeal section 222 of the Communications Act of 1934, as amended. 
We urge your attention to three i)rimary areas of concern when con- 
sidering tHiis measui*e. 

First, the principle involved. The designation of Hawaii as an 
"international area" has been described as discriminatory over and 
over again. In testimony at this hearing today, in written comments in 
the public press and by many authoritative commentatoi-s on numerous 
occasions. We can only add our voice to this chorus. 

Second, financial considerations. Although there is no indication 
that repeal of section 222 will result in lower satellite rates for radio or 
TV stations, or lower rates for business communications to the main- 
land, there is a possibility that these economic factors could be in- 
volved. This would have a very beneficial effect on the economy of 
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Hawaii. Less money would then be funneled off to mainland com- 
panies and more money would be available to Hawaii's advertisers 
to stimulate our economy, internally. 

A portion of every dollar spent on satellite charges by broadcasters 
ends up in mainland coffers. If the rates were lower, less money would 
be leaving our islands every month. If the rates were lower, advertisers, 
who now bear much of the burden of the satellite rates, would have 
more monev available for effective advertising which would stimulate 
trade, employment, and commerce in general in our community. 

Third, the cultural advantages of a more dynamic communications 
system. Radio and television stations are dedicated to serving the 
public's interest, convenience, and necessity. There is no doubt that 
we could perform our duties better with more accessibility to satellite 
usage, and the innovations of communication that would result from 
the repeal of section 222. 

Chairman Wiley of the FCC expressed it very well before the 
House Committee on Interstate and Foreign Commerce recently when 
he said : 

From the social perspective, international telecommunications holds the poten- 
tial for the transfer and exchange of information which can improve the quality 
of life enjoyed by aU the world's inhabitants. 

For Hawaii to be trapped in a nondescript state of limbo between 
Federal regulations designed for domestic broadcasters and a ficti- 
tious designation of "international" with all of the negative aspects of 
that category, puts Hawaii in a unique position which is best described 
as "the worst of both worlds." 

The FCC has taken action against international carriers in the area 
of exhorbitant rates and distance oriented rate schedules, when it is 
obvious that satellites are "distance insensitive". It has been alleged 
by the FCC that Comsat realized a 34.5 percent return on investment 
in 1974, when 10.8 percent had been the approved level decided during 
international negotiation. This matter is in judicial review at the 
present time and we understand Comsat has put some $30 million 
into escrow in 1976 for the purpose of assuring returns to the public 
if the Commission's position is affirmed. 

If excessive rates have been charged * * * then Hawaii has already 
paid a dear price for its "international" designation. 

This is the statement of Lawrence Berger. 

I appreciate the opportimity to give this testimony to your com- 
mittee and I am delighted that the Senate of the United States is re- 
viewing this archaic problem. 

The repeal of section 222 would enable the radio broadcasters of 
Hawaii to afford live mainland feeds on a regular basis. 

As the situation stands now, only KHVH brings in mainland news 
on a regular 24-hour basis. Live mainland sports are limited to two 
or three stations on weekends during various seasons. Pro football can 
be heard on as many as three stations, baseball on two; and Presi- 
dential news conferences are usually broadcast only by KHVH. 

I might add that the line being utilized for these events is a stand- 
ard 3kc telephone connection rather than the usual 5kc broadcast 
band that the mainland stations use. Incidentally, if a 5kc line were 
available, the present tariff of $5 per minute would be ludicrous. 
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\ mainland sports event such as professional football would cost the 
bi-oadcaster $900 plus the usual Hawtel "extras," for a potential 
revenue of $200 to $^300 gross. Obviously, the mathematics are nega- 
tive and appalling. 

I also would like to add that on the mainland the radio networks 
provide the direct interconnection to the stations rather than Hawaii's 
"poor boy status" where the Hawaii stations must pay Hawtel to pro- 
cure programs for the enjoyment of the general public, 

I believe that the repeal of section 222 would result in a much wider 
use of the U.S. networks in Hawaii, Even technological advances 
could be afforded since a 5kc line would probably be used in order 
that these broadcasts would not only become available but equally as 
important, listenable. 

Third and last statement by Robert S. Wilson, who is the owner 
and manager of radio station KKUA, also president of the Hawaiian 
Association of Broadcasters. 

Appearing as owner and manager of radio station, but also as presi- 
dent of Hawaiian Association of Broadcasters. The broadcasters of 
Hawaii have great interest in this proposal simply because it has been 
described, with authority, as a measure which will bring the full 
rights of statehood to Hawaii. As citizens, we desire these full rights; 
as taxpayers we demand these full rights; as broadcasters we are 
dedicated to the principle of full rights of the community we serve. 

Our research and thought on the subject of section 222 and Hawaii's 
designation as an international area nas brought up an interesting 
thought. Does the FCC i-eally have jurisdiction in Hawaii? The FCC 
was, itself, created by the Communications Act and is generally re- 
garded as the regulatory agency for domestic telecommunications. 
Any measure of control over Canadian and Mexican broadcasting has 
been worked out through international negotiations, and yet these 
two countries are designated "domestic" by section 222. Since Hawai- 
ian broadcasters have had to live with an international designation 
for many years, perhaps we should have sought some of the advan- 
tages of that classification. 

Seriously, our main interest in the repeal of section 222 lies in the 
fact that spokesmen for the FCC have declared, and we feel it is 
eminently obvious, that there is no reason for Hawaii to be excluded 
from a domestic classification. There were, perhaps, reasons in 1943, 
when section 222 was adopted. But this is not 1943. We are not at war. 
Hawaii is not a territory. We are not under martial law. We are not 
"international" in the sense that section 222 implies. We are extra- 
continental, which brings with it its own special problems without 
the complications of an international designation. 

In 1943 the only satellite anyone knew by name was the Moon — 
and only a handful of people had ever heard of television. The ad- 
vancements in the field of telecommunications technology have been 
fantastic since 1943 and we heartily agree with the statement that 
"if there is any one State that needs the benefits of this technology, it 
is Hawaii." 

To restrict our use of this technology by design would be discrimi- 
natory. To allow the curtailment of the benefits of these advances to 
the people of Hawaii by failing to correct an idiosyncrasy in a 34- 
year old law would be negligent and irresponsible. 



94-627—78 



Digitized by VjOOQIC 



62 

Senator Inouye. Mr. Doney, I thank you very much for your state- 
ments. Will you please convey my thanks to Mr. Wilson, Mr. Berger, 
and Mr. Weiner. 

How would you comment on Mr. Roland's statement which appears 
in today's Advertiser to the effect that this deletion would do nothing 
more than pave the way for Western Union, and would not in any 
significant way benefit the people of Hawaii ? 

Mr. DoNEY. Appearing as a representative for three other gentle- 
men, it would be presimiptuous for me to anticipate how they would 
like to answer that question. I will give you my own thoughts, but I 
don't consider myseli an expert witness in this area. 

It has occurred to me today listening to the testimony that Hawaiian 
Telephone in their statement seems to indicate we don't need better 
service or more service or cheaper service. I have heard a great many 
people vitally concerned with telecommunications indicate that we 
do need better service and at a lower cost and I'm inclined to agree 
with those witnesses I have heard today and I'm not sure that the 
repeal of section 222 will work any miracles, but I feel it may be a step 
in the right direction. Along with other legislation it would put Hawaii 
on an equal footing. 

Senator Inouye. Is the official position of the Hawaii Association of 
Broadcasters that they are in favor of the repeal of section 222 ? 

Mr. Doney. I don't think all of the members have been polled, but 
I think that the majority would be in favor of the repeal of section 222. 

Senator Inouye. Our next witness is Mr. Dallas Williams, Hawaii 
Telecommunication Associ|ttion. 

STATEHEHT OF DALLAS C. WILLIAMS, HAWAII 
TEXECOKHUNICATIONS ASSOCIATION 

Mr. Williams. Senator Inouye, Congressman Heftel, I would like 
to, before I begin, introduce Mr. John White. He is president of the 
Hawaii Telecommunications Association. Because I had oral surgery 
earlier this week, I request he read my statement, if possible. 

Senator Inouye. Fine. 

Mr. White. Thank you, sir. 

Mr. Chairman, members of the subcommittee, I am Dallas C. Wil- 
liams, and I am speaking on behalf of the Hawaii Telecommunications 
Association. 

I welcome this opportimity to testify before this subcommittee on 
S. 1162, a bill to repeal the provisions of section 222 of the Communica- 
tions Act of 1934, as amended. 

Mr. Chairman, the Hawaii Telecommunications Association's anal- 
ysis of the proposed repeal of section 222 is as follows : 

Section 222 of the Communications Act of 1934, as amended, defines 
the term "Continental United States'^ as meaning "The District of 
Columbia and the States of the Union, except Hawaii" — Public Law 
86-^24, approved July 12, 1960, 74 Stat. 4110. 

The preceding appears to place the State of Hawaii in the position 
of having to rely upon international facilities, procedures and rates 
for telecommunications — a position in which the contiguous States, 
Canada, and Mexico are not placed. 
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There is absolutely no reason why Hawaii should not be considered 
a domestic communications point, especially with the advent of dis- 
tance-insensitive satellite service. So the effect of section 222 passed in 
1943, is then to treat Hawaii as an international location for record 
communications services. 

As a result, Hawaii's people and business community are paying 
substantially higher costs for telecommunications services and ai'e not 
receiving the variety of services offered on tlie mainland. Presently, 
there are many different services available to the public and businesses 
on the mainland which are not available in Hawaii. 

Just to mention a few, there are : Datagi-am, Datacom, TVVX, Telpak 
Series 5000, Inward WATS, Infocom, and Dataphone Digital. A full 
description of these services are located as an appendix to this 
testimony. 

Senator Inouye. Without objection, your appendix will be made 
part of the testimony. 

The deletion of section 222 would expedite the advent of full-fledged 
marketplace competition in which carriers would be obligated to 
actively seek the consumers' traffic. It would also create an atmos- 
phere conducive to innovation, price competition, and availability of 
the same services and rates which exist today on the mainland. 

The Communications Act of 1934, as amended, directs the FCC to 
make available to all the people of the United States a rapid, efficient, 
nationwide communications service with adequate facilities at reason- 
able charges— 47 U.S.C. 151. 

Kepeal of section 222 in its entirety will remove a barrier to inte- 
grating Hawaii into the established rate pattern for communications 
services applicable today to the mainland. 

By way of background: In June of 1072, the FCC stated in its 
Domestic Satellite decision, docket 16495, that with the inauguration 
of domestic satellite services, there will be justification to integrate 
Hawaii, Alaska, and Puerto Rico into the established domestic rate 
structure. 

In September of 1973, the FCC ordered full rate integration for 
Hawaii by March of 1974. As you know, that did not happen, and in 
fact, has yet to happen. This has perpetuated a situation which is im- 
just and which may take years to correct. 

Section 222 has contributed to this historic discrimination imposed 
upon Hawaii aiid those who communicate with the State in many 
ways. The barriers which now exist between the international record 
carriers and the domestic carriers will be removed as a result of de- 
leting section 222. 

The high tariffs for communication in Hawaii point to the imme- 
diate need for rate integration through rate averaging in a single 
domestic U.S. base. This high cost for services results in a burden on 
industry, education, government, and individuals which is much larger 
than elsewhere on the mainland. 

National unity will be served if section 222 is repealed and the peo- 
ple of Hawaii can be accommodated with communication rates and 
service which will improve our economic, social, and political unity 
with the contiguous States and Alaska. 
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The regulatory safeguards necessary to protect the public would 
remain unaffected by repeal of section 222. However, it would produce 
the public benefits mentioned above. 

In telecommunications, the Government's responsibility to safe- 
guard and promote the public interest involves primarily the encour- 
agement of^reliable communication services for public, oosiness, and 
government use at reasonable rates, and the assurance of a healthy 
environment for continuing innovations in technology and services. 

Now is the appropriate time to repeal section 222 and possibly go 
one step further, and make a complete review of the CSonmiunications 
Act of 1934. However, the repeal of section 222 shoidd not be delayed 
pending a complete rewrite of the act. 

We do feel that the act shoidd be reviewed annually and amended 
as necessary to keep the act current. Immediately, the act should be 
amended to update and clari^ such areas as cable televisimi, data 
communications, satellites, citizen band radio, television communica- 
tion, and microwave transmissions. 

The Hawaii Telecommunications Association further believes that 
section 222 of the Communications Act, which governs international 
record carriers, has impeded, rather than enhanced, the availability 
of international communications service. 

We often think of laws as applicable for all times, but laws and 
rules are often written, inadvertently perhaps, in language which can 
hamper certain developments. The inclusion of Hawaii as "interna- 
tional" and the effect that's had on our telecommimication rates, is 
a case in point. 

Laws when written do not necessarily anticipate new things, such 
as the rapid technological advancement in telecommunications. This 
is just another reason why repeal of section 222 will he one giant step 
forward for Hawaii. 

I hope that my testimony today will help to resolve some of the 
complex problems associated with modem day telecommunication 
technology and its application to Hawaii's social needs. 

Mr. Chairman, thank you for the opportunity to present the views 
of the Hawaii Teleconamunications Association on this most important 
legislation. Thank you for your time and consideration. 

Senator iNomne. Thank you very much, sir. 

Before proceeding can you, for the record, describe your association, 
it's membership and what sort of activities they are involved in? 

Mr. White. Our association consists of a number of companies here 
in Hawaii which have a particular interest in teleconmiunications by 
virtue of using either the conmiunications directly or services whidi 
are related to the communications. 

Such conipanies as AMFAC, Island Holidays is a member. They 
are involved in terms of their reservations ^stems. AMFAC Liberty 
House, Bank of Hawaii, Honolulu Federal Savings & Loan, UNT 
Check, half a dozen other savings and loans, Kentron Corp., Compiitab 
Corp., Service Bureau of Hawaii, Hawaii Medical Service Association, 
Eastwest Communications Institute, TRW Inc., C Brewer, AMFAC 
again, Computer Systems International, Aloha Associates, Honolulu 
City & County, IBM Corp., NCR, American Express, Response of 
Hawaii. That is a partial listing, sir, of the membership. 
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Senator Inoityb. I wanted to make certain it had a membership of 
more than two people. That is all. 

Mr. WHxrE. Hawaiian Telephone is also a member, sir. 

Senator Inouye. You are not speaking for them ? 

Mr. Whtfe. I am afraid we are not. I believe if there was a poll 
there might be a difference of opinion between them and the rest of 
the organization. 

Senator. Inoittb. I am certain there would be a difference, sir. 

Mr. Fidd, of the Telephone Co., has testified to the effect that the 
repeal of this measure would not in any way bring any significant new 
services here and at the same time might result m increased costs. 

You have indicated it would reduce cost. How did you reach your 
conclusion that it would reduce costs ? 

Mr. WiLiJAMS. May I respond slowly if I may ? 

Competition is not a dirty word. Competition when brought to 
Hawaii will lower the rates. Competition from the monopolies partic- 
ular standpoint is very bad for the public. 

Competition from the community standpoint is very good. We can 
go on all day and I can tell you good and bad about competition but 
in general competition itself is not a dirty word. 

Senator Inoute. Mr. Field also said at the present time Hawaiian 
Telephone is providing services at lower rates than that found on the 
mainland. 

Mr. Williams. That is true in one case that I know of. That is not 
true in all cases. I do have a comparison of all mainland rates before 
me. I would be glad to give you a copy of those. 

Senator Inoute. Without objection that analysis will be made part 
of the record. 

Mr. Heftel. The only question I would have is whether you have 
examples of where ^rou feel that it has been difficult to compete in 
areas of communications in Hawaii because of Hawtel's commercial 
practices and competitive posture. 

Mr. WiLLiAKS. One example is in electronic switching. That was 
not available in Hawaii until 1974. I am talking about telephone 
electronic switching. 

Prior to that Hawtel did not provide electronic switching to cus- 
tomers. Competition came in and very soon, and after one was added 
at American Savings and one was added at First Federal Savings 
and one was added at the Honolulu Medical Group, then Hawaiian 
Telephone started adding them. 

They competed at KAM schools. They have one there now. This 
is one area Tcan say that comipetition has brought in new services. 

Competition, when brought in with he repeal of section 222, will 
bring more new services. 

Senator Inouye. You feel the majority of the membership would 
be in favor of the repeal ! 

Mr. Whitb. Yes, all but one. 

Senator Ikoutb. It is your view that this is in the best interests of 
the people of Hawaii ! 

Mr. Whtix. Yes, sir. 

[The appendix and material referred to follow :] 
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Appendix 

The following are some of the services available to subscribers located withhi 
the Continental United States but not to subscribers who wish to communicate 
between the Mainland and Hawaii. Section 222 contributes directly/indirectly 
to this major stumbling block for Hawaii. 

A. DATAGRAM SERVICE 

As provided by the Western Union Telegraph Company, Datagram service 
provides for an arrangement whereby a Telex or TWX custom^er who receives 
messages from diverse points throughout t he Un ited States can have those 
messages transmitted to designated Telex or TWX stations Charges are of two 
types: non-recurring service charges and message charges; the latter is based 
on words or lines per message. A provision for a minimum monthly bill is 
included in the tariff. 

B. DATACOM SERVICE 

Datacom service, as furnished by the Western Union Telegraph Company, 
involves the provision of derived channel facilities between specified cities. The 
maximum number of channels available in any one service arrangement is 
dependent upon the speed (data rate) and transmission code desired by the 
customer. Charges fall into six categories and are of a monthly nature: basic 
service charges ; mileage charges ; channel terminal charges ; channel derivation 
charges ; service terminal charges ; and station arrangement charges. 

C. TELETTPEWRITER EXCHANGE SERVICE (TWX) 

As provided by Western Union Telegraph Company, TWX service provides for 
the transmission of typewriter and data communications between teletypewriter 
exchange stations. The subscriber is furnished with a line from the telegraph 
oflice to his premises, a basic teletypewriter and a modern. The TWX network 
accommodates the transmission of typewritten communications at sx>eeds of 60 
words per minute Baudot Code, and 100 words per minute ASCII Code. Data 
can be transmitted at speeds up to 150 bits per second in sequence. Basic service 
charges are based on minutes used and increase by mileage step. Additional 
charges are applied for supplementary equipment, extension stations and exten- 
sion channel terminals. 

D. TELPAK (SERIES 5000, PRIVATE LINE) 

Telpak denotes the provision of base capacity for the transmission of various 
forms of communications under a group pricing arrangement. The capacity can 
be arranged for use as wideband and/or individual channels of lesser capacity 
for the transmission of voice, facsimile, teleprinter and data. Channels and termi- 
nals are furnished on a two-point or multipoint basis for half or full duplex 
operation. Charges include mileage-based channel charges and service terminal 
charges. The service is offered by both AT&T and Western Union. 

E. WIDE AREA TELECOMMUNICATIONS SERVICE (WATS) 

WATS service involves the furnishing of facilities for inward or outward dial 
type communications between a station associated with a WATS access line and 
stations located in specific service areas. Two classes of serviceis are available: 
Full Bujsiness Day and Measured Time. The former provides for an initial period 
of 240 cumulative hours per month including up to 14,400 completed calls based 
on an average length of call of one minute. The initial period charge for service 
between San Francisco and New York is $1,675 per month; per line. Additional, 
periods are one hour in length, including up to 60 completed ca'Hs of one nAinnte 
in length. The charge for each additional period is $4.65 per line for service be- 
tween San Francisco and New York. 

Measured Time Service provides for an initial period of ten hours of use in*, 
eluding up to 600 calls billed at $250 per month per line for service between Sari 
Francisco and New York. Additional periods are one hour in length including up 
to 60 calls at $19.10 per month. 



Digitized by VjOOQIC 



r. nrrocoic sibvicb 

Infocom service, as provided by Western Union, involves the provision of fa- 
cilities and equipment for communication between customers' Infocom stations 
on a store and forward basis through computer centers located on Western Union 
premises. The customer is furnished with a teleprinter and an access line capable 
of transmitting at speeds up to 110 Bands. Charges include access charges, usage 
charges and optional equipment charges. 

Infocom message service is also available which provides for the transmission 
of messages originating from Infocom customers to Telex and TWX customers 
or to telegraph offices. 

6. DATAPHONE DIGITAL SEBVICE 

As provided by AT&T, Data Digital service provides for the transmission of 
digital signals at speeds of 2.4, 4.8, 9.6 or 56 kilobits per second, or 1.544 megobits 
per second. The service is available between specified Digital Cities and Service 
Areas. 

H. MAILGRAM SEBVICE 

Now available on a temporary basis, years after the mainland had it 

COMPABISON OF MAINLAND ONLY AND MAINLAND TO HAWAH CHABGES 

FOB Selected Telecommunications Sebvices 
I. intboduction 

The following pages contain a comparison of charges for various services 
offered by communications common carriers between customers located on the 
mainland only (domestic service) and customers located on the mainland and 
in Hawaii (international service) . 

The Mainland Only services are provided by the American Telephone and 
Telegraph Company (AT&T) and/or Western Union (WU). The Mainland to 
Hawaii services are offered by AT&T and HAWTEL, and/or the three major 
international record carriers (IRC's) : Western Union International (WU), ITT 
WorldCom and RCA Globcom. Because the rates for services that are offered 
by the carriers between the Mainland and Hawaii are identical, only one or, at 
most, two of these companies are represented in each comparison. 

The services selected for analysis are message telephone service, public message 
telegram service, telex service, and private line service. Rather than comparing 
every offering or variation that is available within each service, a representative 
offering was selected. For example, with regard to message telephone service, 
daytime station-to-station customer direct dial rates were compared. In analyz- 
ing public message telegram service. Mainland Full Rate and Overnight tele- 
gram rates were compared with Mainland to Hawaii Ordinary and Letter tele- 
gram rates. With regard to Private Line service, basic system charges were 
developed and compared for the following five uses : 150 Baud data transmission 
(Series 1000) ; voice transmission (Series 2000) ; 300-3000 cps data transmission 
(Series 3000) ; facsimile transmission (Series 4000) ; and wideband data trans- 
mission (Series 8000). In instances where Mainland Only rates reflect distance 
sensitivity, the charges were calculated based on a transmission distance of 3,000 
miles. 

A suimnary of the results of the analysis can be found in Section II. Sections 
III through VI contain the comparisons of the charges for message telephone 
service, message telegraph service, telex service and private line service, respec- 
tively. Section VII includes a list and brief description of services that are avail- 
able between customers located on the Mainland but not between customers 
located in Hawaii and on the Mainland. Finally, Section VIII contains a descrip- 
tion of services that are available between Hawaii and the Mainland but not 
between customers located on the Mainland only. 

n. SXTMICABT 

A. Message telephone service 

Daytime station-to-station customer direct dial telephone rates for Mainland 
Only calls between customers 3,000 miles apart were compared to the rate for the 
same type of call between customers located in Hawaii and on the Mainland. 
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Phone calls of five different lengths were compare ; one, three^ five, ten, and 20 
minutes per call. The Mainland to Hawaii rates are consistently more ezpensive 
by 59, 65, 67, 69 and 69 percent, respectively. 

B, Pu:bUo mesaage telegram aervice 

Four public message telegram service offerings were selected for analysis. 
Telegrams of various lengths vrere compared (e.g., 7, 15, 20, 25 and 50 words per 
message). Definitions of the four offierings can be found in Section lY. 

1. Western Union's Mainland Only Full Rate telegram charge was compared 
to Western Union Intemational's charge (Mainland-Hawaii) for ordinary tele- 
grams. The former service (Mainland Only) was found to be more ezpenidve than 
the Mainland-to-Hawaii charge for 7, 15, 20 and 25 words per message by 223, 
51, 27 and 13 percent, respectively ; but at 50 words per message, the Full Bate 
telegram is less expensive than the ordinary telegram by 15 percent. 

2. Western Union's overnight telegram (Mainland OiOy) was compared to 
Western Union Intemationars ordinary telegram for service between the Main- 
land and Hawaii. The ovenoight telegram was found to be more expeaisive for 
messages of 7 and 15 words in length by 172 and 27 percent, but less expensive 
for messages of 20, 25 and 50 words in length by 5, 24 and 62 percent. 

3. Western Union's Full Rate message telegram was compared to Western 
Union IntemationaFs letter telegram and was found to be more expensive for 
the five message lengths selected by 106, 106, 182, 126 and 70 percent. 

4. Western Union's overnight telegram (Mainland Only) was compared to 
Western Union Intemationars letter telegram and was found to be more expen- 
sive for 7, 15, 20 and 25-word messages by 73, 73, 73 and 50 percent, respectively ; 
but at 50 words per message the overnight telegram is less expensive by 
24 percent. 

It should be noted that Mainland Only Full Rate charges are greater in all 
cases than the Mainland Only Overnight telegram rates. The Mainland to Hawaii 
Ordinary telegram is more expensive than the Mainland to Hawaii Letter tele- 
gram in all cases except the seven-word message. 

C. Telew service 

Telex service is provided by Western Union on the Mainland and by the inter- 
national record carriers between Hawaii and the Mainland. It is a teletypewriter 
service which can be accessed through the public switched network. Data is trans- 
mitted at the speed of 66 words per minute. Charges reflect minutes of use and 
the distance over which the message travels. Western Union charges $.60 per 
minute for service between the east and west coasts. ITT Worldcom charges $2.00 
per minute for service between the Mainland and Hawaii. The latter service is 
233 percent more expensive than the Mainland Only service. 

D. Private Une service 

Private Line service involves the provision of communications channels for 
the customer's exclusive use. On the mainland, private line services are offered 
by AT&T and Western Union. Service is provided between the Mainland and 
Hawaii by the international record carriers and AT&T (international service) 
vrith HTC. Five private line service offerings were analyzed and the monthly 
charges that would accrue with the use of a basic duplex communications sys- 
tem with two-point transmission capability and one service terminal at each end 
of the channel were compared. All Mainland to Hawaii private line charges are 
for service between San Francisco and Honolulu. For service from hinterland 
points, private lines must be obtained at Mainland Only rates from the sub- 
scriber's location to San Francisco. 

1. Data TrangmiaHon at Speeds Up to 150 Bauds (Series 1000, Type 1006). — 
AT&T's Mainland Only service is 497 percent more expensive than the charge for 
service from the Mainland to Hawaii (ITT Worldcom, AT&T). 

Western Union's Mainland Only service is 506 percent more expensive than the 
Mainland to Hawaii service. AT&T's monthly charge differs from Western Union's 
charge because Western Union requires a station arrangement at each station. 

2, Voice Transmission, SOOSOOO Hertz (Series 2000, Type 2001) (Type 2001, 
M-lo). — Service from the Mainland to Hawaii is 35 percent more expensive than 
the Mainland Only service provided by AT&T and 57 percent more expensive than 
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the Mainland Only senrice prorided by Western Union. AT&T and Western Union 
Mainland Only charges differ from each component of the total monthly charge. 
S. Data TranwnisHon at SOOSOOO Cycles per Second {Series SOOO, Type S002) 
(Hi-Lo). — Service from the Mainland to Hawaii is 35 percent more expensive 
than ATA^s Mainland only offering and 57 percent more exp(»isiye than West- 
em Union's service. The charges of AT&T differ from those of Western Union 
for each component of the total monthly charge. 

4. Transmission of Facsimile ( Series 4000, Type 4002 ) . — ^Biainland Only charges 
are 10 percent greater than Mainland to Hawaii charges. 

5. Wideband Service {Service 8,000, Type 8,001). — Series 8000 channels are pro- 
Tided for the transmission of data at speeds up to 50,000 bits per second on a two- 
point basis. The channels can be arranged for alternate data or voice transmis- 
sion, or for use as individual voice grade channels up to a maximum of 12. Main- 
land to Hawaii charges are 65 percent greater than Mainland Only charges. 

E, MaifUand only services 

The following are some of the services available to subscribers located on the 
Mainland only but not available to those who wish to communicate between the 
Biainland and Hawaii: Datagram, Datacom, Teletypewriter Exchange (TWX), 
Mallgram, T^pak (Series 5000, Private Line), Wide Area Teleconmiunlcations 
(WATS), Infocom, and Dataphone Digital. 

The FCO has recently accepted an application filed by the international record 
carriers permitting them to provide Mailgram service to Hawaii. Service is ex- 
pected to commence by March 1, 1976. 

Wide Area Telecommunications Service is available in Hawaii on an intra- 
state basis. It is not available, however, between the Mainland and Hawaii. Both 
Dataphone and Dataphone Digital Service, until recently, were offered by AT&T 
on the mainland only. AT&T was recently authorized to provide Dataphone Serv- 
ice internationally, although near term service is not exi)ected. Dataphone has 
previously been offered to Hawaii, however. 

F. Mainland to Eawaii services 

Datel service is an offering that is available to customers who wish to com- 
miudcate b^:ween Hawaii and the Mainland but it is not available to customers 
located only on the Mainland. Datel service provides for tlie direct transmission 
of data at speeds up to 1200 bits per second. 

SUMMARY CHART 

Mainland Mainland to 

only greater Hawaii 

than gTMtvr than 

mainland to mainland 

S«rvict Hawaii only 

L Message ttlephone servfca— minutes per call: 1, 3, 5, 10, 20 X 

2. Public message telegram— comiMrison of: 

(a) Full rate i and ordinary >— words per message: 

7. 15, 20, 25 X 

10 i , _i X 

(b) Ovtniighti and ordinary *-^irords per message: 

7, 15 - X 

20 25 SO \t 

Cc) FuH ratal and letfwi^vofdrpVr'miBM 

(o) Overnight i and letter >— words per message: 

7. 15, 20, 25 r. X 

sb X 

C Talax sarvlea X 

4h Private line servica: 

& Data traMffiiiaion (150 Bd) X 

(^ Voica traosmission * - X 

<c) Data transmission (300-3,000 c/s)i X 

<il>Traamis8kmortacsimila.^ X 

(a)Widatad.aarvke X 



iHi-Usarvica. 



only. 
toRawaiL 
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A. lUtes— ]faiidjnidOBl7fA-T.&T.1aiW3B): 
Initial period: 

Day dial stalioD to mmtiam (1 mnmJ) $0. 56 

Jkn hoon opoator asBirted : 
StatioQ to statioB C3 ■!>.>. 



Orertiine period (1 ada.), day "" ^40 

35 pereent diacoant on costoaMr-dialcd staHon-to-slatioii latea for evening 
calls. 

dO peioent discoaiit on customer-dialed slation-to-«tation rates for ni^t and 
weelund caBs. 

B.-RATES-IIAIRUUID TO HAWAII (iLT. A T. TABFF 201 SCHEDOU I R. EFFECTIVE MARCH 1976) 




_ PmoiHtD- 

■Oan) sMioBCSaip) pcnoa(3min) 



1 |BL» HIS $6.30 

2 .99 3L55 7.10 

3. L94 X75 7.50 







DnisMiQ»- 


SMrw- Ptrson 
tD-sMiM iD-penon 



lOLtt 


I0L9D 


10.80 


.71 


.90 


.90 


.83 


.95 


.95 



1 MiteiM rttt bands: Band 1— Arizona, Califorma, Idaho, Nevada, OraVMi, Utah, WarinngkM Band 2— Arkansas. 
Colorado, Illinois, Iowa, Kansas, Louisiana, Minnesota, Missoari, Montana, Nebraska, New Mexico, North Dakota, Oklahomi 
South Dakota, Texas, Wisconsin, Wyoming. Band 3— Remaining States. 2S percent discount for customer-dialed station- 
to-ftalion evening calls. SO percent discount for customer-dialed station-to-statioo night and w e e k e n d caRs. 

C^-COMFAMSON OF MAINUND ONLY ANOHRAINUND TO HAWAII CHARGES FOR DAYTIME STATION-TO-STATIDN 
CUSTOMER DiRECT-DIAL TELEPHONE CALLS 



Number of minutes per can 




1 


3 


S 


10 


20 


1. Mainland only (3,000 mi) 


$0.56 


^1 


sg 


14.16 

$7.01 

69 


$8.16 


2. MiiHsiid n^sT.. J 


«a« 



Comments 

Note that the Mainland to Hawaii tariff is to become effective in March, 1976. 
There are seTeral differences between the Mainland to Hawaii tariff and the Main- 
land Only tariff. First, the Mainland to Hawaii distance component of the rate 
reflects geographic bands rather than actual mileage, as does the Mainland Only 
tariff. Secondly, the discounts for evening calls and night and weekend calls are 
less for Mainland to Hawaii service than for Mainland Only service. 
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^. / XV. FUBUO HKflSAOE TELBQEAM 8XBVICS 

A. Batw— mainland only (Western Union tariff pS6) : * 

• F«iU late meaaiifea ^ to be delivered by telephone : 

16 worda or less $4. 75 

IDbcIi additional word over 15 up to 50 . 12 

Bach additional word over 50 .08 

Overnight telegram * to be delivered by telephone : 

100 words or less 4. 00 

Bach additional word over 100 . 03 

B. Rates— mainland to Hawaii (Western Union international tariff 12) : 

Bates per nnrepeated word ' from mainland to Hawaii : 

Ordinary telegram* (7-word minimum) .21 

Letter telegram* (22-word minimum) .105 

^ Full-nte ncnages are those accepted by the carrier for immediate transmission. 

* Ovemlsbt messages are those accepted before midnight for deliyery the next morning. 

' Unrepeated words are nnoonflrmed. The charge for repeating the message is one-half 
the total toa 

« Ordinary telei^rams, designated also as FR cablegrams, are delivered in Hawaii 4 to 
5 hours from the time of acceptance by the carrier. 

*Lietter telegrams, designated also as LT night cablegrams, are delivered in Hawaii 
the momlug after acceptance by the carrier. 

G. CJompariscm of mainland only and mainland-to-Hawaii charges : 



Number of words per messact 



71 


15 « 


20 


25 


50 


$4.75 


$4.75 
4.00 
3.15 


$5.3S 
4.00 
4.20 


$5.95 
4.00 
5.25 


$S.9S 


4.00 
1.47 


4:00 
10L5O 


223 


51 


27 


13 


-15 


172 
2.31 


27 
2.31 


-5 
♦2.31 


-24 

2.63 


-62 
5.25 


106 


106 


132 


126 


70 


73 


73 


73 


52 


-24 



L MainlMdoslyCMirtte) 

2. Msii<s«dos^(ewfrtttip» 

3i. MamlSBd to RmmU (ordisiry)... 

4. PsfCMlssi dMtarsMs bttwesn fiiN 

rale and onSatry (Nne 2 over line 3 
^ artay 1 timei 100)...- 

3. Psfcaalsss onnrsace Mtween over* 

aiaM aad ordtaary Oint 2 over line 3 
nliiat 1 tiaies in) 

$' gfa*<f^> Hawaii patt er trtaya w),. 

7. Pareaalasa dHhraace batwaaa fuH 
rata aad latlir Oiae 1 over line 6 
aiiaat 1 thaas 100) 

t. Paroaatafi ifiSifaaca batwa aa ovar- 
aiaM aad Mlar (Una 2 over line 6 
niiMtt 1 thaas 100) 



I Charia is $4 for 100 words or lest; S0.03 for each additional word over 100. 
• Cliarta Is U^ caals per word with a 22-word minimum. 



CammeniM 

Note tbat four comparisons have been made : 

The first comparison (Item 4) is between the charges for Mainland Only 
Pull Bate telegrams and Mainland to Hawaii Ordinary telegrams. The former 
is more ezpensiTe np to 25 words per message but at 50 words per message, the 
former t^egnim is less expensive than the Mainland to Hawaii Ordinary 
telegram. 

The second comparison (Item 5) is between Mainland Only Overnight tele« 
grams ajid Mainland to Hawaii Ordinary telegrams. The Overnight telegram 
is more ezpensive than Mainland to Hawaii Ordinary telegrams at 15 words 
per message hot at 20 words per message (and thereafter), the Mainland Only 
Ovemi^t telegram becomes less expensive. 
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Hie third compmriaan (Item 7) is beCiveeii the Maliiteiid Only FdU Sate trie- 
gram and the Mainland to Hairaii letter tdegram. The latter Is less ezpenilTe 
in all caaes ahown. 

The fourth compariaon (Item 8) is between the Msinland Only Oremii^ 
telegram and the Mainland to Hairaii Lettw telegram. The Ifttter is leas expen- 
sire up to 25 worda but at 50 woida per telegram, it becomes move cxpraslye. 



PUBLIC MCSSME TOXOMN 
CONPAiaSOX OF miRLAXO OILT /MO IMIIILMD TO HMUII CHAR6ES 



11 



10. 



/ 



Ordinary 



Full Rate 



;: ^■ — 




Ha^nland Only 

Mainland to Hawaii 



15 20 

Number of Words Per Message 



2S 



50- 
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T^edex is a dial-up teletypewriter eervice. Caiannels are of telegraph grade 
Hinfl datli can be transmitted at 06 words per minute. 

A. Rate^--maMland Ofdif 

1. Bate Ai«a8 ^ : 1, 2— Bast Coast ; 12— California and Nerada. 

2. Pulse Bates Per Minute': Between rate areas 1, 2, and 12—24 pulses per 
minute. 

3. Usage diarge: (a) 2% cents per pulse witb following equipment provided: 
Automatic and Keyboard Sending and Beceiying Page Teln^inter, and Perf ora« 
tor Unit; and {h) 8^ ceofte per pulse with above equipment plus a data card 
transmitter. 

4. Conversion to One-minute Charge— 24 X .025 = $.60. 

B. Rate9— mainland to Hawaii (ITT WorldCom tariff 12) 

New York or San Francisco to Hawaii': |2 per minute, one minute initial pe- 
riod. 

0, Comparison of mainland only and mainland to Hawaii charges 

Bate per 
minute 

h Mainland only $0. 60 

2. •^^^iniflTui to Hawaii (from New York or San Francisco) 2. 00 

8. Percentage difference ^ 233. 

1 Ldne 2 over line 1 minimum 1 timet 100. 

Note.— Tbe charge for 3,000 miles at the domestic rate (e.g., Hawaii to San 
Francisco) would be $0.60 per minute. The charge for an additional 8,000 (e.g., 
San Francisco to New York) would be $0.60 per minute for a total of $1.20 
per minute between Hawaii and New York, as c<»npared to the current main- 
land to Hawaii rate of $2 per minute. 

VI. PRIVATE LINE SERVICE 

Description 

Private line service involves the provision of a channel for the subscriber's 
exclusive use. The Mainland Only charges listed below represent the charges 
for unconditioned, duplex, two-point transmission systems with one service 
terminal at each end of the channeL The total monthly figure includes inter- 
exchange channel charges,^ service terminal charges' and channel terminal 
charges.' Station equipment charges are not included nor are station arrange- 
ment chairges which provide for the interconnection of customer-provided 
facilities with carrier facilities, unless otherwise required. 

Mainland Only charges are for service between i>oints that are 3,000 miles 
apart in instances where mileage charges are applicable. Mainland to Hawaii 
charges represent the charges of either an International Record Carrier or 
of AT&T (International service) as specified for service between San Francisco 
and Honolulu. If service is desired to Hawaii from other points on the main- 
land, a private line must first be obtained from WU or AT&T at the Mainland 
Only rate extending from the subscriber's location to San Francisco. 



^Kate areas number from 1 to 12. Rate areas 1 and 2 include, at the minimam, the 
eastern coastal States. Rate area 12 includes Califomia and Nevada. The poise rates 
shown represent the pulse rates for communications between rate area 1 or 2 and rate 
area 12. 

*The number of electrical pulses per minute Increases as the distance over which the 
messaire travels increases. 

* This is a "country-to-country" charnre (Le., anywhere on the mainland to anywhere in 
Hawaii). In addition, it was not specified whether charees Included the provision of 
equipment similar to that Included in the Western Union tariff. 

^An InterezchanKe channel Is that portion of a through channel which Interconnects 
exchanges. Charipes for such channels when used for private line service are on a mileage 
basis. 

* Service terminals represent the facilities required to terminate and connect the Inter- 
ehange channel of a service to a station on the customer's premises. Such facilities are 
also referred to as station terminals. 

•Channel terminals are the facilities required to terminate an Interexchange channel 
on the premises of the communications earner. 
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COMPARISON OF MAINLAND ONLY AND MAINLAND TO HAWAII CHARGES 



«*[ 



ditfgen Instpllttion 



1. Data Tran$Fn^$$ion ^t Speeds up to 1^0 Bd: 

<a) Mainland only (A J, & L tanff ^EOXssriis 1000, type lOOB).. . . $1,790 *'. 1105 

(b) (b) MainlariiJ only (W.U. tarifl 254) (Mrifls lOOO, typa 1006) ^^819 125 

(C) Mainland to Hawaii (irrwofidcofn tariff 43). ,..,,, |§0O ^.^ 

' Mainland tO Hawaii (AT, i T. tafiff ?60> (se/tK 1000, type 1006) $300 

Psrcentaje differencfi between mainland on{f (A J. ft t.) and mainlMd to '. 

Hawaii rates (lin« C» t^^ar tins (c) or (d) minus 1 tim« ISO) , W .^ 

(0 Percental^ difterencfi between miinland Qnlv 0/1 M,) ind majnlind to Hawaii , . 

rites (lin* (b> over lln»<t) or (tf) mintis 1 times 100j,__.._.-_ 506 ..l—.I.: 

Comments 

Note that the charge for service between the Mainland and Hawaii is less than 
the Mainland Only charge. The former was recently reduced from $1,885 per 
month to $300 per month, effective February 1, 1976 by special permission of the 
FCC. 

AT&T's Mainland Only charge and Western Union's charge differ only because 
Western Union requires a station arrangement at each station. 



charges Itistallation 




2. Voice Iransmisiion— JO0^3,O00 Hz: 

ia) Mainland only (A.T. & T. tarilf 260) (seoes ZOOO, type 2001) 
b> Mainland only ^W.U. tariff 254) (^efifrs 20O0, typ« 20O1) 
c) Mainland to Hawaii (ITT Worldcom tariff 4J).^ .__ 
d> Mainland to HawaiKAJ- & L tariff 260) (series 2000. type 2001) 
e) Percentage d iff trance b&two«n mainland only (A.T. & T.) and mainland to 

Hawaii rates (Lhe (c> or line (d) a^m tine (a) minus 1 times 100). 

(0 Percentate different^ betweei> mainland only (W.U.) and mainland to 
Hawaii rates (Line (c) or lir^a <d) over line (b) mrnus 1 times 100) 

Comments 

Note that the rate for service between the Mainland to Hawaii is greater than 
the Mainland Only rate. 

Series 2000 (Mainland Only) is a Hi-Lo service ; that is, service between points 
located in high density rate centers is billed at a different rate than service be- 
tween points located in low density centers. Such centers are identified in the 
tariffs. The FCC has ordered the carriers to file new tariffs for Series 2000 serv- 
ice and action is expected in the near future. 

AT&T's Mainland Only charge and Western Union's charge differ for each 
component of the total monthly tx)ll. Note that each company's Series 2000 charge 
is the same as its Series 3000. 



Monthly 

charges Installation 



3. Data transmission at 300-3.000 c/s: 

<a) Mainland only (A.T. & T. tarifT 260) (series 3000, type 3002) 

<b> Mainland onlv (W.U. tariff 254) (series 3000, type 3002) 

<c) Mainland to Hawaii (A.T. & T. tariff 260) 

(d) Percentage difference between mainland only (A.T. & T.) and mainland to 

Hawaii rate(line (c) over line (a) minus 1, times 100)..... .. 35 . 



(e) Percentage difference between mainland only (W.U.) and mainland to Hawaii 

rate line (c) over line (b) minus 1, times 100) 57 , 



Comments 

Note that the Mainland to Hawaii charge is greater than the Mainland Only 
charge. 

Western Union's charge differs from AT&T's Mainland Only charge for each 
component of the monthly toll. Note that each company's Series 300 charge is the 
same as its Series 2000 charge. 

Series 3000 (Mainland Only) is a Hi-Lo service ; that is, service between points 
located in high density rate centers is billed at a different rate than service be- 
tween points located in low density rate centers. The charges show^ are for 
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service between points located in high density rate centers. Such centers are 
identified in tiie taxUfs. 1^ FCK; has ordered the carriers to file new tirriffs for 
Series 8000 aerviee and action is expected in the near future. 



charges lostaMatJon 



4 Trsnsinissioii of fecsiinilfi 

(a) Maintand only (A.T. ft T. Tariff 260) (series 4000, tyoe 4002) S4, 145. 50 $106. 10 

(bS Mainlaiid only (W.U. tariff 254) (senes 4000, type 4002) $<145.50 125.00 

(c) Mainland to Hawaii (A.T. ft T. tariff 260) (series 4000, type 4002) $3, HO. 00 - 

(d) Percentage difference twtween mainland only and mainland to Hawaii rate 

(line (a) or line (b)over line(c) minus 1 times 100) 10 ^ 

CommetUs 

Note that the charge for service on the Mainland Only is greater than the 
charge for aerviee from the Mainland to HawaiL 

5. Wideband service, — Series 8000 channels provide for the transmission of 
high speed data and facsimile at speeds up to 50,000 bits per second on a two- 
point basis. The channels may be arranged for use as individual voice grade 
channels up to a maximum of twelve. In addition, when provided for high speed 
data or facsimile transmission, the channels may be arranged for alternate use 
as individual voice grade channels. The charges shown below represent rates 
for systems that have been arranged for the transmission of high speed data 
or f ao^mile only. 

Monthly 

charges Installatioa 

(a) Mainland only (A.T. ft T. tariff 260) (series 8000. type 8001) $27, 480. 60 $630. 00 

(b) Mainland only (W.U. tariff 254)(series 8000, type 8001) $27. 48a 60 $630.00 

(c) Mainland to Hawaii (A.T. ft T. tariff 260) (series 8000) $45,240.00 

(d) Percentage difference between mainland only and mainland to Hawaii rates (Line (c) 

over lines (a) or (b) minus 1 times 100) 65 

Comments 

Note that the rate for service between the Mainland and Hawaii is greater 
than the rate for service on the Mainland Only. 

Vn. MAINLAND ONLY SERVICES 

The following are some of the services available to subscribers located within 
the Continental United States but not to subscribers who wish to communicate 
between the Mainland and Hawaii. 

i. Datagram service 

As provided by the Western Union Telegraph Company, Datagram service 
provides for an arrangement whereby a Telex and TWX customer who receives 
messages from diverse points throughout the United States can have those 
messages transmitted to designated Telex or TWX stations. Charges are of 
two types: non-recurring service charges and message charges; the latter is 
based on words or lines per message. A provision for a minimum monthly bill 
is included in the tariff. 

B. Datacom service 

Datacom service, as furnished by the Western Union Telegraph Company, 
involves the provision of derived channel facilities between si)ecifled cities. The 
maximum number of channels available in any one service arrangement is 
dependent upon the speed (data rate) and transmission code desired by the 
customer. Charges fall into six categories and are of a monthly nature: basic 
service charges ; mileage charges ; channel terminal charges ; channel derivation 
charges; service terminal charges: and station arrangement charges. 
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Am pivffded fer Wcrtsm C^ob TWftiafh ra tiapy , CTTX lenrt ee profides 

writer *»^*»tfy t^tUmm. Tbe wbTriher is fmairiied with a line fro m the 
tthtwnyk ^rnot to Us pwiM, a basic IcIOipe wa ter and a SMdeoL Tbe TWX 
ne i w o tk aeeoanaodates tlir Irs n eislsrfnn nf 1j| m ■ ilf trn wnnumtratloiis at speeds 
of 6D woids per mtniite Bandot Gode; and 100 words per mimite ASCII €k)de. 
Data csn be transfitted at speeds op to 150 bits per seeond in sequmce. Basic 
serrftee diaiyes are based on nrinatifa used and increase bj mllesse step. Addi- 
tional cfaaiges are api^led for sappiementaiy emd p me n t, extension stations and 

D. MoUgrom servtee 

ICailgram serrioe prorides for the transmission of messaaes in a text format 
orer Western Union Telearaph Ccmpanj's networlL Ifessaaes may be filed by 
T^ex, TWX, direct con^mter transmission, telqihone, tdeprocessina terminal, 
maanetic or paper tape, or orer tlie connto'. Charses reflect the length of tbe 
message and are based on number of words or characters, d^iendlng on tbe 
manner in wtaidl the monswco is filed. 

Tbe FCC has reoenUj accepted a joint appUcation filed by WUI, RCA, ITT, 
WU and tbe Hawaiian Tel^Aone Company for the profMon of Mailgram service 
between the Itiainland and Hawaii. Serrice is expected to b^tn by March L 
Tbe proposed Mainland to ELawaii rates are : 

1. Telex-originated Mailgrams— 1.90 service charge pins $.075 per lAOth of a 
minute. 

2. Voice-originated Mailgrams— $2.50 for the first 100 words; $1.00 for tbe 
next 100 words. 

3. Computer-originated Mailgrams — $.00 for the first 600 characters ; additional 
charges for additional characters. 

Comparable current WU charges for Mainland Only Mailgrams transmitted 
over a diHtance of 3,000 miles are : 

1. T(4ex-originated Mailgrams — $.90 service charge plus $.06 per 1/lOth of a 
minute. 

2. Voice-originated Mailgrams — $2.50 for 100 words or less; $1.00 for eacb 
additional 100 words. 

:i C'rimputer originated Mailgrams — $.90 for the first 600 characters ; additional 
chn rt^oH for additional characters. 

Xr>lo that the proposed Mainland to Hawaii usage rate for Telex-originated 
MnII»;rnniH Is 25 percent greater than the comparable Mainland Only rate. 

/';. Tclpak (ficrics 5000, private line) 

'i'olpiik dcMiotos the provision of base capacity for the transmission of various 
forms of communications under a group pricing arrangement. The capacity can 
i»o arranged fr)r use as wideband and/or individual channels of lesser capacity 
for the transmission of voice, facsimile, teleprinter and. data. Channels and 
tormina 1h nro furnished on a two-point or multipoint basis for half or full 
duplex operation, rhar^es include mileajje-based channel charges and service 
terminal charges. The service is offered by both AT&T and Western Union. 

F, Wide Area Telecommunications Service {WATS) 

WATS service Involves the furnishing of facilities for inward or outward dial 
typo coniinunlcntlons between a station associated with a WATS access line 
and stations located in specific service areas. Two classes of services are avail- 
able : Full liuHlness Day and Measured Time. Tlie former provides for an initial 
IMMlod of 210 cumulative hours per month including up to 14,400 completed 
calls !)aNed on an average length of call of one minute. The initial period 
charge for service between San Francisco and New York is $1,675 per month, 
per lino. Additional i)erlods are one hour in length, including up to 60 completed 
calls of one minute in length. Tlie charge for each additional period is $4.65 per 
lino for service between San Francisco and New York. 

Mwimired Time Service provides for an initial period of ten hours of use 
including up to 600 calls billed at $250 per month per line for service between 
Snn Fmnclaco and New York. Additional periods are one hour in length including 
up to (H) calls at $19.10 per month. 
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InfoeoQi «or?iee^ as prorlded by Western Unicm* InrolTes the prorlslon of 
fiicmtiee and eqolpmAnt for commnwlcatlon between cnstom^s' Infoeom sta- 
tfaMia on a store and forward basis through computer centers located on Western 
Union's premises. The customer is furnished with a teleprinter and an access 
line capable of transmitting at speeds up to 110 Bauds. Charges include access 
diaiveBf nsage diarges and optional equipment charges. 

Infoeom message service is also available which provides for t he tr ansmission 
of messages origfiiating from Infoeom customers to Telex and TWX customers 
or to telegraph oflUces. 

H, DatapJume diffital service 

As provided by AT&T, Dataphone Digital service provides for the trans- 
mission of digital signals at speeds of 2.4, 4.8, 9.6 or 56 kilobits per second, or 
1JS44 megobits per second. The service is available between specified Distal 
Cities and Service Areas. 

Vni. MAINLAND TO HAWAH SEBVICES 

The following service is available for communications between subscribers 
in the Continental United States and Hawaii, but not to subscribers located 
in the Continental United States who wish to communicate with another party 
also located within the Continental United States. 

A. Datel service 

Datel service, as provided by international record carriers, provides for the 
direct transmission of data at speeds up to 1200 bits per second on a customer- 
to-customer basis. Under certain conditions the service may be used for the 
alternate transmission of facsimile and, with service to Hawaii, alternate voice 
transmission is available. Charges for service are based on minutes of use and 
apply to transmissions between San Francisco, California and Honolulu, Hawaii. 
Datel service is also available to subscribers of the domestic Broadband Ex- 
change Service of the Western Union Telegraph Company for communication 
between Honolulu, Hawaii and the various states, except Alaska. 

Senator Inouye. Our next witness is Mr. Theodore Merrill, presi- 
dent. Statewide Telephone Users Committee. 

STATEMENT OF THEODORE MERRILL, PRESIDENT, 
STATEWIDE TELEPHONE USERS COMMITTEE 

Mr. Mebrild. Thank you, Mr. Chairman. 

Mr. Chairman and members of the subcommittee, I am Theodore 
Merrill, president of tlic Statewide Telephone U?ei*s Committee. 

In my written testimony it sliows Edwai'd Wehlon would be here 
today, but he was unable to make it. STUC is a nonprofit corpora- 
tion chartered within the State of Hawaii and dedicated to the fur- 
therance and use of telecommunication technology for the benefit 
of all peoples. 

Memoership is open to all users of telecommunication services 
within the State. I mi^ht add we are presently interrenors in two 
matters before the Public Utilities Commission here concerning tele- 
phone service. 

In addition, I speak today in behalf of the following organizations : 
Oouncil of Presidents — an umbrella organization of community action 
groups consisting of, 9 neighborhood boards, 12 community councils, 
79 community associations, and 31 action organizations. 

Senior Citizens, Kokua Council — 1,000-member active organization 
working in behalf of 79,000 senior citizens. 
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As the subcommittee is awmre. Hawmii is the qdIy archipelsgicSfcate 
and has a total land mas of 6u4d^ aqoaie miks ctistribated over tp- 
proximately 150.000 square miks of open ocean. Our p^palation is 
approaching 1 miOioa and locaticHL is 2.4£|0 miles west ox the oonti- 
nental United States. 

Because of this locatiim, climate- and gcograjdiT. Hawaii's eoommiy 
has been based on defense, agrica]tnre, and visitors as tangible income 
sources. 

Virtually untapped are contributions Hawaii can offer the world 
through telecommunications develc^ment and to the United States in 
particular in free extensicm of its borders to the mid-Pacific. 

Destined always to be physically remote frinn the west coast in tmns 
of product and passenger traffic Hawaii is now next door to the entire 
mainland in terms of information access and full utilization of the 29- 
hour day created bv the span of five time zones. 

In considering deleticm of section 222, this subc(Mnmittee could do 
well to review the origins of regolaticm in the telecommunications in- 
dustry. 

It began in the last century with invention of the telegraph and later 
the telephone. Both of these services were conducted over wirelines 
requiring rights-of-way, eminent domain, and exclu^ve franchise. 

The invention of radio early in tiiis century made possible the ex- 
tension of landlines to oversells locations for the two-way transmis- 
sion of both telegraphy and telephcmy. 

With development of television in the post-TVorld War II years, 
manjr landline circuits became coaxial cables and point-to-point radio 
circuits over existing rights-of-way became commonplace. 

Creation of satellite service in the last two decades has lessened 
clramaticallv the need for regulation as first conceived. 

Rights-oi-way are of less importance, eminent domain is seldom 
necessary except for local service, and exclusive franchise is needed 
only where strong economic control is dictated. 

Telecommunications today has a choice between terrestrial and 
extraterrestrial circuits, and mixes thereof, to reach any comer of the 
globe for transmission of digital and analog signals for purposes of 
voice, video, or record. 

Which we choose should depend upon modem-day costs and not 
grandfathered rights bestowed upon carriers from the days of regula- 
tor^ antiquity. 

Here in Hawaii, we have been victimized by outmoded regulations 
since statehood and before. Section 222 of the Communications Act is 
a flagrant example. 

While perhaps not intended, only Hawaii out of the 50 States has 
been specifically injured by denial of its right to be part of the do- 
mestic communication system. 

The effect of section 222 has been insidious on Hawaii and perhaps 
there is no known way to assess the damage it has done. The most obvi- 
ous loss has been in the stifling of competition from new carriers desir- 
ing to serve Hawaii. STUC believes as Judge Learned Hand so aptly 
stated in United States v. Aluminum Company of America (148 F.2a 
416.): 
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,,^e belieive tba^ voflsessioii of uncbi^leoged ecwxmift power deadous 
^▼e, maboxmLge^ thrift and depresses eni^rgy; that impimity from com-. 
petitl^'lfl a narcoUe, and rlraliy is a stimulant; to intdnstiial ^ny>gre88;'that'tli^ 
apat oC constant stress is necessary to counteract an tnevitable dl^Msitlon to let 
well Plough alone. 

Such pec^e believe that competitors, versed in the craft as no consumer can 
be, will be quick to detect (^>portunities for saving and new shifts in production, 
and be eager to profit by them. 

STUC supports those wise words and has no ax to grind for any 
potential newcomer in the offering of telecommunication services to 
Hawaii. 

Those wishing to i-etain section 222 can only be considered fearful 
of their ability to compete and more concerned with their own corpo- 
rate welfare than they are of tJie needs of the people of Hawaii. 

We urge this subcommittee to stand firm against the prophets of 
doom who may claim competition will cause "cream-skimming" and 
destruction of essential business and that it not be swayed by mjiihs 
which perpetuate construction of unnecessary submarine cables by 
entrencned carriers for the obvious advantage to them of increase in 
rate base which they may not obtain through expanded use of satel- 
lite circuits. 

In Hawaii we are convinced that for social and economic needs satel- 
lites have all the advantages and more of submarine cables. To con- 
tinue denying Hawaii full use of existing satellite service is a violation 
of a basic premise of the Communications Act which is to make radio 
available to all peoples in the best possible public interest. 

If the barrier to competition of section 222 is removed, STUC has 
confidence that the FCC has the ability to regulate the marketplace 
in interstate and international communications in the best public in- 
terest and that it should not be bound by an outmoded statute not 
responsive to an expanding state of the art. 

Telecommimications has become more of age in the last two decades 
than it has in all of the time that has gone tefore but, imfortimatelv, 
the intricacies of corporate maneuvering and the complexities of mod- 
em technology have created an atmosphere where regulation becomes 
more a servant of the regulated than it is of the public it is intended 
to serve. 

While STUC's primary concern is for the State of Hawaii and for 
whose concerns the preceding remaiks have been directed, it seems 
appropriate to comment on section 222 as a whole. 

As Chairman Wiley of the FCC has so accurately stated before the 
House Committee on Interstate and Foreign Commerce : 

The Incentives this statute has provided are conducive to rigid delineations 
of telecommunications markets along product lines, geograpliical markets, and 
de facto market divisions among competing carriers. 

The formula it has necessitated for the distribution of unrouted 
traffic provides no incentives for reductions in costs or improvements 
in service and actually favors the lazy over the ambitious and innova- 
tive. 

The "gateway city" concept is a hangover from bygone days of 
technology and Western Union is controllable by other Federal and 
State law. 
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For aU of the Ruou set forth Aofv^ STUC rmnMhm hopeful that 
your sobcaommittfie will remmmmd pesBege of S. HOB which repeals 
eecdon 222 of the Conmniiiications Act of ISM, as Mnemiwi end tbat 
it will reoudn ettcntire to joatioe for the 50th States 

I haTe ao addendam to this statwnmt that I woidd like to add if I 
inay,Mr. OuuimaiL 

Senator IvocTE. Please pioeeed, ar. 

Mr. MnKiu. This is dated today, written at 11 :15 thisnuHn^ 

Prior to oHmnencement of today's hearing, T^lliam C. Bowknd, 
preddemt of Hawaiian Telefdione Co. was described in the press as 
saying that removal of section 222 of the Communications Ajct would 
not have all of the benefits that haye been claimed recently* 

He is also descr ibed a s saying removal of the section would have 
little effect on HAWTEL since most of its services deal with voice 
communications. 

For a company so zealous about not having cases tried in the press, 
these statements seem most irregular and are mindful of the passage 
in Shakespeare's Hamlet wherein the Queen remarks, ^^The lady dotih 
protest too much, methinks.'' 

The panic with which Mr. Kowland attacks S. 1162— which would 
remove a discrimination against Hawaii, show emphatically his com- 
pany's intense fear of the vaj^est threat of competition. 

Being a part of the operating telephone industry for as many years 
as he has, Mr. Kowland is unable to cope with any form of competi- 
tion unless the cards are fully stacked. 

The fact that Hawaiian Telephone Co., after deletion of section 
222, will still maintain control of trunking and switching facilities 
within Hawaii should be adequate protection for his corporation's 
interests alon^ with other recourses. 

Senator Inoute. Thank you very much, Mr. Merrill. Your state- 
ment is very helpful. I gather you disagree with the testimony of 
Mr. Field, representing the telephone company. 

Mr. Merrtij.. Yes, sir, entirely. 

Senator Inouye. Our next witness is Mr. Richard T. Grimm, vice 
president and general manager of station KITV. 

STATEMENT OF RICHARD T. GRIMM, VICE PRESIDENT AND 
GENERAL MANAGER, KITV 

Mr. Grimm. I'm Richard Grimm and I'm general manager of KTTV 
in Honolulu; 

I would like to make a few comments on Mr. Field's testimony, if 
I may, before I begin. 

Mr. Field stated he didn't believe there would be any savings if 
RCA, Westar, or Western Union were allowed to operate and serve 
tliis community via domestic satellite. I disagree with him. And 
just as recently as last month, we carried one of the Hilo Vulcan games 
from Kansas City via satellite. 

Wo had to go from Kansas City to Chicago, up to Westar satellite, 
down Westar satellite to New York, and then through Comstar to 
Hawaii. This increased our costs by $2,000. 
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If the domestic satellite service were allowed, we could have elimi- 
nated one of those hops. We could have gone up to Chicago, to Westar, 
and then directly to Hawaii. 

We had to go over A.T. & T. land lines from Chicago or Kansas 
City to New York, and we found it was cheaper to go to Chicago 

Mr. IL&FTEL. Less expensive. 

Mr. Gbimm. Less expensive, sorry. 

Now to my written «^tement. 

Technological achievements in satellite transmission and reception 
on electromc simals has brou^t Hawaii to within microseconas of 
the continental United States, xet we are prohibited from using the 
domestic satellite service, except on a temporary and limited basis, 
because of an archaic section in the Communications Act. 

Presently, Hawaii can receive domestic satellite transmission only 
through the Comstar satellite, and only two stations can take a feed 
at the same time, thereb;^ preventing the rest of the stations in Hawaii 
from utilizing the facilities. 

All three networks are presently using some satellite services. How- 
ever, they are not using the same satellite. With the present regula- 
tions, it is quite conceivable ABC would be using the Westar or Satcom 
satellites to feed their mainland affiliates and would have to send a spe- 
cial feed through Comstar for Hawaii. This, of course, would cost us 
more money than other mainland stations because of not being able to 
share the same satellite. 

Hawaii must have access to all domestic satellites because of the 
availability of these same satellites to all the networks. 

In August of 1976, the FCC granted a temporary authority for the 
international carriers to use Comstar for television service to Hawaii. 
This provision granted us a reduction in cost to $1,000 per hour. The 
new rates are still much higher than our sister stations on the mainland 
pay for domestic satellite service. It is not uncommon for a mainland 
station to pay less than $500 per hour. 

Becaitse of the high cost of satellite service, we are not able to bring 
in many of the special events programs on ABC. We bring in events 
which have national or international significance, top sporting and 
special events programs; but cannot carry many more because of the 
unavailabilitv of satellite or the prohibitive cost. 

We could oring in more programing to better serve the people of 
Hawaii if we were allowed full domestic satellite services. 

Thank you for allowing me to speak to you. 

Senator Inoute. I gather from your statement that you do not 
concur with Mr. Field's testimony as it relates to rates. 

Mr. Gsnoc. Senator, you are right; I do not. Not only in rates, 
but in his concept of what competition can do to the State of Hawaii. 
^ Like Mr. Hertel, I happen to be in a position where we heard sales 
pitches from all of those who were — all of those companies who 
wanted to serve the State of Hawaii via the domestic satellite. The 
telephone company were the last people to come in. RCA were the 
first ones, and then Western Union Domestic and then Western Union 
Intemati<mal,. 
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After we had agreed on a rate — ^let me put it this way: After 
questioning by the various companies, we came out at a figure of 
alx>ut $1,000 an hour for satellite service. 

The question was presented — at least to me, and perhaps to ^b. 
Heftel — along these lines: If we could serve you at a cost rate of h. 
$1,000 an hour, would 3'ou bring in more satellite ? . li 

This was first presented to us by RCA, then by Western Union j 
Domestic and then followed through by Western Union International. ^ 
It was only after these figures had been quoted that the telephone [ 
company came in and approached us ; and wanted to know the answers k 
to the same questions that had been presented earlier. ^ V 

I feel it was a direct result of the former companies coming into || 
the television stations. I happen to know thev went to all of the 
affiliated stations and presented this to them. It was (mly after t^is 
got out that the telephone company responded to this threat — I use 
the term ^threat" — to their security, domination of the market, that 
they responded. 

I disagree with Mr. Field entirely and say that competiticm woulA 
be tremendous for the State, especially for the television broadcaster^^ 
allowing us to bring in more service, more special events. 

As it 18 now, because of the cost, we have a working agreement wher^s 
we share television fees to bring in events of national and intemationalX 
significance because of the unavailability of satellites. 

Mr. IIeptel. I think there is one comment that should be introducedi. 
into the record and, perhaps, the subcommittee should be aware ot 

In the future, I'm confident that all of the networks will be feeding 
all of their affiliate stations by some form of domestic satellite, rather- 
than telephone lines, which are now used. 

Mr. Grimm. Experimentations are going on now, as you know. 
Mr. Heftel. When the time occurs, when the television networks 
service their affiliates by use of domestic satellite, it's critical that sec- 
tion 222 be eliminated and that Hawaii be a part of that domestic trans- 
mission system, so that we, without any additional cost, will auto- 
matirally receive the network feeds, and we would have acce^ to all 
broadcasting on a live basis. And that can only happen if we eliminate 
section 222. 

Mr. Grimm. Wo cannot be restricted to just one service because the 
not works will be using various services. 

Mr. TfErTFX. There is no question that they will be using probably 
tlnoo different services. 

Mr. Gkimm. Plus their own. If we are limited to only one service via 
n piteway— San Francisco, Jamesburg, or New York— we would expe- 
rience the^ same situation I just went through; we will have to take 
various hops from Kansas City. 

Eart.h stations are planned now in nine maior cities in the conti- 
nental United States. If we are not allowed this accessibility, we will 
exp<»rienoB the same hopping up and down to get to our point of entry 
to Hawaii. 

Senator Inouye. Thank you very much, Mr. Grimm. You have been 
most helpful. 

Onr next witness is the program director of KHON-TV, channel 2, 
]\f r. Dan Kawakami. 
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STATEHEHT OF DAK KAWAKAMI, FBOGKAH DISECTOB, 

KEOH-TV 

Air. Kawakami. Mr. Chairman and members of the subcommittee, I 
am representing George Hagar, president and general manager of 
KHON-T V, who is out of town, I will read his prepared statement. 

We feel that the repeal of section 222 is a good first step toward 
bringing the communications situation out of a "1934 era" and allowing 
regulatory influences to catch up with reality. 

Kepealmg this section does not affirmatively require the FCC or 
anyone else to do anjrthing that will benefit the community of Hawaii 
or its broadcasters, but we feel that it may pave the way for activities 
which will. 

We would also like to call attention to the statement of the FCC 
regarding international communication services made by Chairman 
Wiley, to the House Committee on Interstate and Foreign Commerce. 
In that statement, Chairman Wiley referred to the repeafof section 222 
as one of three suggested steps. 

In the opinion of Chairman Wiley, implementation of all thi-ee 
steps could accomplish a number of goals, all of which are important 
to Hawaiian broadcastei-s. These goals are part of a proposed plan 
that could expand the availability of desired communications services. 

It could assui-e the American consumer low-cost liigh-quality sei-v- 
ice. It could assure that American consumers are being charged reason- 
able rates. It could remove regulatoi'v barriers and delays to the 
greatest extent possible. It could stimulate innovation in the services 
available. 

There are other ramifications of an international nature involved 
in the plan, but these items are of greatest importance to the citizens 
of Hawaii at the present time. Eepeal of section 222 could result in 
imm^iate improvement to the services available, and the rates charged 
for those services. The Senate thorouglmess in investigating the other 
facets of this overall plan could i-esult in great benefits, not only for 
the people of Hawaii, but for all Americans. 

Whether or not the other two proposed steps have merit, the rei)eal 
of section 222, at least the portion of its designating Hawaii as an 
international area, seems to us to be an obvious and essential move 
at this time. 

Senator Inoute. Thank you very much. Will you convey the com- 
mittee's gratitude to Mr. Hagar? 

Mr. Kawakami. I shall. 

Senator Inouye. Thank you very much. 

Our final witness is the president of KIKI radio, Mr. Jim Gabbert. 

STATEHEHT OF JAKES aABBEBT, FBESIDEnT, NATIONAL BADIO 
BBOASCASTEBS ASSOCIATION; PRESIDENT, KIKI BADIO 

Mr. Gabbert. Thank you veiy much. 

I'm president of the National Radio Broadcasters Association and 
adviser to the House Cfommunication Subcommittee on the rewrite 
oiF the 1984 act. I'm connected with licensee KIOI, San Francisco; 
KIQI, San Francisco: KIKI Honolulu ; and applicant KHUI, Hono- 
lulu. I speak on behalf of all of these. 
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When a broadcast license or permit is transferred, the FCC requires 
that the new applicant conduct what is called a community ascertain- 
ment survey. The same type of survey is also required of broadcasters 
at license renewal time every 3 years. 

The survey consists of two major parts. First, the community 
leaders are surveved by station mana^ment personnel. These leaders 
•are selected on the basis of their position in the areas of elected or 
appointed Grovemment officials, leaders in business, labor, agriculture, 
education, and so forth. 

The second part is the general public survey, using a representative 
cposs-section of the population, attempting to insure an ethnic, cul- 
tural, and demograpnic balance. 

We at KIKI nave just recently completed a community ascertain- 
ment survey. Enclosed is a list of all of the community leaders con- 
tacted and interviewed by KIKI management personnel. The intent 
of the survey was to identify the prowems, needs, and interests of 
the community to be served by the radio station. Bear in mind that 
we also have radio stations in San Francisco, and have conducted 
similar surveys there. 

Aside from the normally expected responses — ^Ihat is, inflation, nn- ^ 
employment, transportation, and a concern for the ecology — ^we en- j^ 
countered a problem here that we have never encountered before. "We -j^ 
found that the 109 community leaders and the 173 members of the j^ 
general public are concerned about isolationism; the feeling that Tve fc 
are hero and they are there. This may not be all that bad in some 3 
people's eyes, but we definitely identified it as an area of concern to \ 
many of the people of Hawaii. 

Radio is still the most important source bf instant news in the world. 
We have the major wire services here in Hawaii, those being United- 
Press International and the Associated Press. These provide radio 
stations with news copy, but not with audio — ^not with the sounds and 
the voices of what is really happening in the news. 

Currently, only two radio stations in Hawaii provide the publico 
with network news : KHVH and KIKI. Both of these stations rely 
upon common, ordinaiy, low-grade telephone lines. The audio i^ 
processed through special devices to enhance the quality, but without> 
a doubt, they are substandard ; and the rates are astronomical. A leased 
line costs between $3,700 and $3,800 per month. Compared to mainland 
telephone rates, these prices are very high. The same type of circuit 
between New York and San Francisco, a distance comparable to that 
between San Francisco and Hawaii, would cost about $1,200 per 
month. 

In the days of underwater lines, this cost could be justified : There is 
a limited number of lines; the cables; the cable laying; that cost of 
maintenance of the underwater cables — all of these factoirs justified 
higher rates. But those days are over. 

I ask, how come we can rent a full-time network-quality satellite 
circuit between New York, and San Francisco for only $1,200 per 
month? I ask, does it cost more to transmit a satellite circuit between 
Honolulu and San Franciso, or are the people of Hawaii being taken 
advantage of? 
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In this day of electronic communication, we need news now. We 
need a link to the mainland, at reasonable costs. There are companies 
that have petitioned for lower rates — companies that want to provide 
full-time satellite service to Hawaii. 

Who would benefit from this ? The Hawaiian public. We need to do 
this now. The technology is here — now. 

One point I want to add is: In California, I'm State industry 
advisory chairman for the Emergency Broadcast System. Believe it 
or not, if there is a national emergency today, the primary station 
we all feed oflF of is KGU. If there were a national emergency, they 
would have to call San Francisco for a national civil defense link. 
If we want to go to the White House, we have to go to San Francisco 
and get plugged in. That's our civil defense. 

Banking is difficult in Hawaii because of the lack of dedicated 
computer circuits to the mainland. The inhibiting factor, again, is 
cost. All too often we hear, '^That's a mainland dieck. It will take 
a week to clear." A computer circuit could verify that check in 
minutes. 

I was under the impression that Hawaii was a State — ^a State that 
pays taxes; a State that is part of the United States of America. 

Why is the Government keeping the people at arm's length, instead 
of embracing them? Why are they not being treated as equals with 
their counterparts on the mainland? Why do we pay international 
telephone rates? Why are our network lines priced three times high- 
er than on the mainland for comparable distances ? 

This discrimination is against all of the basic principles of the 
United States of America. 

We urge that prompt action be taken to lower satellite rates to al- 
low, if necessary, competition in the communications satellite field. 
Hawaii would be the beneficiary; not the telephone company. 

[The material referred to follows :] 

Survey Methodology 

COMMUmTY LEADER SURVEY 

A commiinity leader survey was conducted by AppUcant from December 1975 
thru March 1977, to identity the problems, needs and interests of the community 
to be served. Leaders were selected on the basis of their positions in the area of : 
Elected or Appointed Government officials, Business, Labor* Agriculture, Edu- 
cation, The Professions, Charities, Civic Oiiganizations, Religion, Women's 
Qroups, Military, Cultural, Consumer Services, Minority Groups, Public Safety, 
Health & Welfare, Recreation, Environment, Youth & Eledrely Organizations and 
the Sciences. 

All of the community leader surveys were conducted by : Mr. James Gabbert, 
President of Pacific FM, Inc., proposed licensee ; Ms. Pam Strauss, KIKI-AM Sta- 
tion Manager ; and Ms. Theresa Cristan, KIKI-AM Office Manager. 

Here la the list of Community Leaders interviewed : Pacific FM Community 
Ascertainment, March 1977— Community Leaders For Honolulu, Hawaii. 

1. Qovemment 

Mary Horie, Bran<A Administrator, State Disability Determination Bureau. 

Sam Hata, Director, Department of Budget 

Tyrone Kusao, Deputy Director, Department of Housing and Community 
Development. 

Dr. Beii Lambiotte, City & County Director of Health. 

Wallace Kuniyoka, Assistant Director of Civil Service. 

Abe Poepoe^ The Mmjox^b Mass Transit CJoordinator. 

John Bohn, Administrator— Oahu Civil Defense. 

Qeoige Morigodii, (State Director of Land Utilization. 
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Tc^o Xftkasawa, Vepaty Pr o s ecuto r. 

Horace MacLareii, Executive Director, Qflee of Haman IM^ Tin«m . 

Walter Watanabe, State Property Si Inmraiioe Adminiatrator. 

Jim fjMimiif, Director. OlBee of Information Jk Complaint. 

ftidiani Kbarplews. Citj Managing Director. 

Botiert Way, Chief Planning OAoer. 

3Iel Iifbihara, Adminij^tntive Director, Public UtiUties CommiaBloiL 

2r. BuJrine$« 
WilTan Van Campen, Executive Director, Western Pacific i>*t:»i?»**i Fisheries 

'VhtioAoTtt Jnng, Vice President & Manager, Badie^ Halaey Stewart Co. 

f f anH Wnerfel, Pacific Area Manager, Polarcrid Corporation. 

Fr»!d Ida, Vice Preffldent/Martseting, Pacific Insurance Conqianj. 

Albert Turner, Vice President, Aaron M. Chaney, Inc. 

Kifn Haiki, Marketing Director, Honolulu Federal Sayings Jb Loan. 

iMtm, Harriff, Manager, Touche Ross Accountants. 

J. P, KrT*<t, Vice President/Special Projects— Dfllingtiam CStMporation. 

Ix/ri»da Hong, Administrative Assistant, Mike McCormack Bealtors. 

Any ^irp%%. Regional Sales Manager, ITT World C(Mnmunication& 

UU^k Printup, Executive Vice President, Sanders & Printiq> Advertising. 

ih frothy Ijh», AifHistant Manager. Cablevision, Inc. 

LUntt^y 1^/Il'K'k, I>irector of Public Affairs, Hawaiian Airiines, 

4oUn Tartar, PnbliKher The Town Crier, President— Pacific Trade Group. 

httva ^^hM'ver, Vice PrcKident/Maiiceting— Bank of HawaiL 

iPon lUfhhH, News IMrector, KH\'H Radio. 

X AurU'uUuri', 

T\utmuu YHmn\t«^ II, Pn^Kident. Kahnku Agricultural Company. 

^iUiuv HfiijgriKl, Tr^'aMurer, Pineapple Growers & Shii^^ers Association. 

hr yNWWntn Furff^'k, D^^an of Agriculture & Director Cooperative Agricultural 
aii/J Ai|tiM''ij|lijral liHtw*iin'h — University of Hawaii. 

ff t'iflutatUm 

tohn lMii*r, rtjfifnfjan of Journalism, University of HawaiL 

't iummH Mifrrill, i;iilv<«rMlly of Hawaii Graduate Student. 

I'Jy !Atf^t'itit,Ut liMiu of KtudentM, University of HawaiL 

iAirr^ l4*s\n, \ln\vvtrH\iy of Hawaii Student. 

itohuiti !Au\r, l>In*Hor, I Jnlvernlty of Hawaii Foundation. 

^.i*^itUfh I lhuiti*y, ( *Utilnntin of HiHtory, University of HawaiL 

iinniihti ,loiu*ti, inri*i'tor of Public Affairs, Assistant Dean of Medicine, Uni- 

t hwk iit-t*, iPt*iih of 'iVfiv<*l Industry 3^Ianagement, University of Hawaii. 

i' t t-n timU h,iH rt*i'Utr -L'ni vernity Relations. 

I'Aiy ('hohn, (hudnuU* Ktudeut/Teaclier — Political Science. 

OtihU*i Kwok, l>ir<*<Hor- Asian Studies Program, University of HavralL 

i'Amt'f HoitiHi, i'httlrmiiu of Architecture, University of HawaiL 

ti«;>fooiir l/tif'/k>, rhainrmn Department of American Studies, University of 

^innity Wt*titf nnivt^rHlly Librarian. 

liU'Uurn Uitiatr, rhalrman, Department of Communications, University of 
liMWMn. 

titttuifi lirtfmk, l*t'i*H\(\t*ni (Iruilimiii Student Organization, University of 
MfiWMii. 

i'UHrUui NorwHtit, President, AHSodated Students — ^University of Hawaii. 

'I'oiM Diiitoll, iHrtH'for of IMibllc Planning Program, University of HawaiL 

Mroy Kifiifi Vrovfrnt -Windward Community College. 

f fifvid Ittuttmu, Dcrnti of Huwiness Administration, University of HawaiL 

floyt'h Tmmodn, Proy/Mt-Kfiplobinl Community College. 

litmh'ri*tiiti,TmiiUi^r I'libllc Hdiools. 

mU'o Aiiiioliii, nbHiU'Allor Community Colleges. 

Jf'iiJJo MH(«M<1it| Pr*t«lrt«*iii -University of HawaiL 

IM' UMlpb Mlwtt, i^bunMlor -WestOahu College. 

f »oiitflHN VumttniiirM, Chnnridlor- University of HawaU/Manoa Campus. 

1 f*nifrMMlott0 
hlMnl*^ I long, VI<M* l»ri*P«ld#«nt k Oeneral Counsel— Theo. H. Davies. 
Phillip l/itddi ArchiiM*) k Planner. 
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e. Charities 

Bruce Woljemuth, Executive Director — ^Aloha United Way. 

Tony Pelle, Public Infonnation Director— American Cancer Society/Hawaii 
Div. 

7, Public safety, health and welfare 

Jerrold Michael, Dean of Public Health, University of Hawaii. 
Berkeley Fuller, Community Relations Coordinator/Legal Aid Society. 
Francis Keala, Chief of Police/Honolulu Police Department 
George Chouljian, Assistant Director, Chile & Family Services. 
Bichard Chun, Public Defenders Oflace/Trial Division Supervisor. 
Robert K. Kamamalu, Executive Director, Hawaii Council for Housing Ac- 
tion. 

Van Lopik, Executive Director, Volunteer Information & Referral Service. 
Hiroshi Minami, Executive Director, Health & Community Services CounciL 
Barbara Jones, Public Information Specialist, Hawaii Planned Parenthood. 

8, Recreation 

Ted Livingston, Commodore in Chief, Hawaii Yacht Racing Association, and 
Promotions Manager, University of Hawaii Athletic Department. 
Young Suk Ko, City & County Director of Parks & Recreation. 

9, Environment 

Doak Cox, Director of Environmental Center, University of Ha wait 
Alison Kay, Past President, Conservation CounciL 

10, Youth and elderly organizoHons 

Tom Gray, Executive for Aging, City & County of Honolulu. 

Yvonne Yee, Assistant Manager, Camp Fire Girls. 

Charles Dohme, Executive Director, Big Brothers of Hawaii. 

11, Religion 

Diana Harris, Administrator — Church of Scientology. 
Stanley Kain, Executive Director, Hawaii Council of Churches. 

12, Women's groups 

Linda Ekroth, Chairperson — Honolulu County Committee on Status of Women. 
Marilyn Harman, Director — ^Women's Studies, University of Hawaii. 
July Gething, Director — ^American Association of University Women, and 
Women's Political Caucus. 

13, Military 

Stewart Diamond, Director — American Forces Radio & TV Service. 
Major Deryl Duncan, Chief — ^Public Affairs/Pacific Air Force Command. 

U. Culture 
John Wisnosky, Chairman of Art, University of Hawaii. 
Kenneth Kwok, Economist — Hawaii International Services Agency. 

15. Min(Hrity and ethnic 

Earlene Piko, Administrator — Program Design & Training/Palama Settlement. 
Vernon Wong, Project Director /Palama Settlement. 

Daniel Sanders, Governor's Neighborhood Task Force, Vietnamese Immigrants 
Assn. 
Fred Tamura, President, Honolulu Japanese Chamber of Commerce. 
Dawn Wassen, University of Hawaii Samoan Club. 
Xorman Ching, President, Chinese Chamber of Commerce. 
Pat Patterson, President, at Patterson Associates — Black Leader. 

16. Sciences 

Dr. John Craven, Dean of Marine Programs, University of Hawaii. 

Charles Helsley, Director, Hawaii Institute of Geophysics. 

Dr. John Shupe, Dean of Engineering — Hawaii Geothermal Project. 

Dr. John Bystrom, Director, PEACBSAT. 

Dr. Lawrence Piette, Director, Cancer Research Center. 

17. Civic orga^zations 

Clarence Beck, Executive Director, Downtown Improvement Association. 
Leonard Withington, Assistant Director, Chamber of Conmierce of Hawaii. 
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Fred Beidon. PresidcBt, llie Tax FcNDdfttion o< HavaiL 

Gordon Uedii, Staff Attoney.QOoe of CanaomerPzoCectioii. State of Hawaii. 

19, lAbor 

Tom Glenn, Preridcnt, Betail CSKks Union. 

Rcdth mjnsaki, EzecntiTe Duedai; Hawaii State TeadiersABSOciatiQn. 

Domia lIcGaitbj, Qflieer In Gbai«^ KatlOBal Labor RdationB Board. 

In addition to tlie ka<li i ii c o wt a cted for tbis application. Applicant is incor- 
porating herein by refoone tiie Goaffiumity Leade r Snrrey conducted as part 
of ARBlgnment ApiiHratifln of Badio Statloa JkUki Sled witii tbe Cknnmifision 



Senator BrouxB. I thank yoa TOiy much, Kr. Gabbert. 

Wiih that note, WB woaM Ske to reoeBB thesB hfiarings, Thej \dll 
ooniiniie in Washingtcm, at which time we unll leoeLve testimony 
from the FCC, the International Beoord Carriers, and A.T. & T. 

Thank yoa Tery mndL 

[Whereupon, at 5 pjn^ the hearing was adjourned.] 
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REPEAL OF SECTION 222 OP THE COMMUNICATIONS 

ACT OP 1934 



THUBSDAY, JULY 21, 1977 

U.S. Senate, 
Subcommittee on Communications, 
Committee on Commerce, Science, and Transportation, 

Washington, D,C. 
The subcommittee met at 8:30 a.m. in room 5110, Dirksen Senate 
Office Building, Hon. Daniel K. Inouye presiding.' 

OPENING STATEMENT BT SENATOR INOXJTE 

Senator Inouye. This morning the committee begins 1-day of hear- 
ings on S. 1866, a bill to amend section 222 of the Communications 
Act of 1934, as amended, so that Hawaii would be considered a domes- 
tic communications point for purposes of that section. 

Although Hawaii was admitted to statehood in 1959, it has yet to 
be integrated fully into the Nation's telecommunications system. Its 
citizens have thus been denied many of the lower rates, services, and 
facilities that residents of the contiguous 48 States enjoy. 

Indeed, this discrimination also adversely affects those on the main- 
land who wish to communicate with Hawaii. All the people of the 
United States are potential losers under the present circumstances. 

This discrimination is especially exasperating because section 1 of 
the Communications Act of 1934, as amended, expressly recognizes 
that all the people of the United States, so far as possible, to a rapid, 
efficient, nationwide wire and radio communication service with 
adeauate facilities at reasonable charges. 

Moreover, as far back as 1972 the FCC recognized that whatever 
tecbnol(^caI barriers had heretofore prevented Hawaii from being 
fully integrated into the nationwide rate and service patterns had 
dis^peared with the advent of distance insensitive satellite services. 

That Hawaii is still the Nation's telecommunications stepchild 
has, in my judgment, been largely due to regulatory lag and carrier 
intransigence. 

A few legal barriers exist as well. 

Happily, the last 2 years have seen a marked reversal by the FCC 
and the carriers. Hawaii and the Nation have benefited. 

There is stilly much to be done, however, before Hawaii realize the 
promise of section 1 of the Communications Act. 

Among the steps that must be taken is the removal of any legal 
barriers which exist. 

(89) 
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This of course, was my principal reason for introducing S. 1866 
which would amend section 222 so that Hawaii would be considered 
a domestic communications point for purposes of that section. 

Section 222 governs the mterrelationsnip among conmaunications 
common carriers providing international record services. It also 
govern the role of Western union in telecommimications. 

For purposes of that section Hawaii is now considered an inter- 
national conmiunications point. As a consequence, the cost and 
availability of record commimications services between Hawaii and 
the mainland differ from the cost and availability of such services 
between points on the mainland or, indeed, between points on the 
mainland and Canada. In both cases, the difference is adverse to the 
telecommunications user to or from Hawaii. 

Recently, I asked the FCC if disputes over the scope of section 222 
had contributed to the delay in securing new services and faciUties 
for Hawaii. The Commission replied as follows: 

Because Section 222's designation of Hawaii as an international point, the 
Commission could not readily authorize provision of mailgram service as already 
provided on the U.S. mainland by Western Union Telegraph Company. Addi- 
tionally, integration of Hawaii into the domestic rate structure has been a long, 
difficult process due at least in part to section 222 complications. Further, ap- 
plications to provide innovative domestic satellite services to Hawaii now pro- 
vided on the U.S. mainland have been challenged on section 222 grounds. 

In testimonjr before the House Subcommittee on Communications 
in March of this year, the Chairman of the FCC said: 

There is absolutely no reason why Hawaii should not be considered a domestic 
communications point. Indeed, Section 222*8 treatment of Hawaii as an inter- 
national point is particularly anomalous, in light of the advent of distance- 
insensitive satellite services and recent FCC efforts to integrate Hawaii's com- 
munications rates into the mainland rate pattern. 

More recently the FCC said: 

The Commission believes that this designation is no longer consistent with 
Hawaii's status as one of the 50 states and with the Commission's mandate under 
Section 1 of the Communications Act to afford adequate communications services 
at reasonable prices to all of the people of the United States. 

On April 29, this subcommittee held 1 day of hearings in Honolulu 
to ascertain if, in fact, residents of Hawaii have been particularly 
affected by section 222. 

Fourteen witnesses testified at that hearing, including a representa- 
tive of the Governor of Hawaii. They represented the spectrum of 
telecommunications users in our State. 

Every witness with the exception of Hawaiian Telephone Co. 
testified that section 222 adversely affected rate levels and growth 
and development of telecommunications services in Hawaii. 

The Honorable Wayne Minami, appearing on behalf of the State 
of Hawaii, typified the testimony of the 13 witnesses. 

He characterized the classification of Hawaii as an international 
communications point under section 222 as a ''major obstacle to full 
telecommunications equality for Hawaii." 

The record of the April 15 hearing overwhelmingly supports the 
conclusion that telecommunications users to and from Hawaii are 
harmed because Hawaii is considered an international communica- 
tions point under section 222. And this assessment of section 222 is 
shared by the FCC. 
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Finally, ihe FCC has :nfonn<si iho ^oiunv.ttco ih^i 0\o »^,^>»^ ^\\ 
lawaii as an iniernational iH>mmunicA(uM\N ihv.ui « au U«^ nvM«o*l 
leparately from the broailer issiio of lotal ivpoul of ms^hou o>') 

In order to complete the heanuir nvor\l on S tSfUl. u^^\^\ \\\%\ .wU 
committee will hear from the FCC, tho I^iIum^ of IVIot oiuutuiurrtiioh 
Policy, and the remaining oommunirat ions ooiumon tiunoi^ wlio Ihni* 
requested to testify. 

AD witnesses appearing tinlay won> noiilimi hv Uh» roiiintHh«o m 
timely fashion that the hearinp* loilay wonlil l»o on S iMim. n liill 
v^hich would change the status of Unwiiii fnun iiti "itHoituiiiMimr* in 
a "domestic" communications point for purportr^ nf i>iM imti i'J> hI 
the Communications Act of \S)M, as iimondiMl 

At that time the witnesses wero iilso o\piT'i'»lv tiniillnl ilmi iIm' 
previous hearing scheduled for to<liiy oti S. I \\\'/, n lull in Mipmil .im 
tion 222 in its entirety, had been ciiikcIimI. 

Although the Chair can appreciiito tliiit. hoiiio wilMru«.i*.! ImhI hIiuhiIv 
expended a good deal of time and elffirt pr(*piiriii(jr triiliiiiutiv nu •** I Hi / 
and the broader question of total n^pf.nl of «'.it1iom '/'/'/, ilmi ln-iiMiohy 
is beyond the scope of this hearinj^ find i»., tliiTi-foti-, imH m imlt^i 

Accordingly, the Chair must nuimvX tlmi. witin'^^i^.i n«l#|fi^..- i|if.»f 
oral testimony to S. 1866, the nubj<'.rt. of tlni: IfMirifif/, nnd tfi*» i m 
that bill raises. 

Without objection, howev#rr, tli^ citUtt' wniK'n ^f^htmtu/ hf /•«/». 
witness as suDmitre^l will Ji*? plu'^d .n »li^ it'fot*\ n- l/n^ tr(/^/r'»#>/i 
material. 

[The biU follows:] 

Be i^ «'v3/x<; ■> **« h*'zJJt •:,'< .''%t^. '// /<>,v/*«#/./V"*» ',/ //^ / / #»*'/ <•/////, ^ 
of 1934 47 '.'^.C. Jirj t :'. .-' *-..-^.^.'. .. .•■/-/.. /- / .:.,.,. 

Chief. Ojdinr/r i . t.-7>r =; . ■ ^^. . ? ^ / 

a «rrit*fr:u»*'i :«iniir iii»'»'.r.'r ^»' .i*» ' -n-. :-,-.-.. r^ '-.-..- *, •" . 

syy fc^Cr*":jiS rrS '-!»• ^'.'.''■'^ : :: " .\ ,# •. it ■ • ,.r. ... . ■ * ^Str 

a bill M tm*^lt *-"•#»'. y^C ' i- . rr.f.: . / * /^ ^* •>'/' 

*Ea»ir.<»fl- ▼•Tint iKT**'!- '.*• ,r' t-s- ■--.,» * r*.i •*'' ^^ 

T^^iHi' i\r rii* i- r7.i-'.'>^ •' '-'• /r // 

rjHnnuiTfc-* w. .•/rrr .'..-.-.-*•"■ .- ^ ; / ^ y - / ■ 

2m1 Til iU- utt^ •# r • n^^ .^^ ■ -.-• ■<" . •' /-■.'' / ' ,» ,, - .' 
?t;^t*«. '^ r. tiJkS **^ ,1- ■ . T-- . /' -#' / * ^ -i^- - / 
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Our only concern is whether it will remove sufficient restraints and 
impediments as to be as much benefit for Hawaii as the outright 
repeal of section 222. 

I do not intend today to really present the Commission's comments 
on section 222, but I would refer to them in some cases in order to 
make a comparison with the text of section 222 repeal and the bill 
now before you. 

In view of the limited time we have today, I do not intend to 
discuss in detail the structure of the telecommunications industry, 
the purposes and origin of section 222, or the many reasons which 
have caused the Commission to recommend total deletion of this 
section of the act. Such information is contained in a document sub- 
mitted on March 23, 1977, to the House of Representatives Subcom- 
mittee on Communications, entitled ''Report Dy the FCC on Inter- 
national Telecommunications Policies." An updated version of tie 
report has been provided to the subcommittee. 

Today, I will oriefly touch on some of the more important aspects 
of section 222 and the telecommimications industry, so as to provide 
the subcommittee with the background essential to my comments on 
the bill imder discussion today. ^ 

Prior to World War II, the two major companies providing domestic jj 
telegraph services on the U.S. mainland were tne Western Union ■; 
Telegraph Co. and Postal Telegraph & Cable Corp. RCA Communi- ;: 
cations, Inc., the Mackay Radio Telegraph Co.-s, and Globe Wire- ' 
less, Ltd., had networks of high frequency (HF) radio stations used ' 
primarily for the domestic pickup and delivery of international record ; 
traffic — although they were also used, to a limited extent, for the pro- ' 
vision of domestic telegraph services. 

The international record carriers, or IRC's, had offices in several 
gateway cities, including San Francisco, Washington, D.C., New 
York, Miami, New Orleans, Boston, Portland, Seattle, and Los 
Angeles, from which international record traffic was dispatched via 
submarine cables or HF radio transmission. Western Union and Postal 
interconnected with the various IRC's in these cities for domestic 
carriage of international record traffic. Western Union also operated 
its own overseas cable circuits. 

By 1943, the two domestic telegraph companies were both in 
serious financial trouble. Telephone services were making significant 
inroads into the telegraph market, leaving both telegraph companies 
with excessive and duplicative facilities. To solve this problem, 
Congress enacted section 222 of the Communications Act which 
created a statutory antitrust exemption to allow Western Union and 
Postal to merge. 

Congress was concerned, however, that the merged entity might 
utilize its new-found monopoly position in domestic transmission to 
favor its own international operation at the expense of its international 
record service competitors. To remove this danger, the merger legis- 
lation incorporated four additional provisions: 

First, the divestiture of international operations, a provision was 
included in section 222 which required Western Union to divest itself 
of the international telegraph operations "theretofore carried on." 
Because it desired that me Western Union/PostaJ merger occur ex- 
peditiously. Congress did not make divestiture, a precondition; but 
required Western Union to exercise "due diligence" to divest as soon 
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15 possible. In fact, Western Union did not complete divestiture of its 
iatemational facilities until 1963, nearly 20 vears after the merger. 

The facilities were sold in that year and have since been operated 
18 Western Union International, Inc., which despite the similar 
mime, has no financial or other relationship with the Western Union 
Telegraph Co. 

The second fact that the Congress considered was creation of an 
iatemational formula. Congress ako acted to prevent Western Union, 
once the domestic merger was accomplished, from favoring one 
curier over another, and more particularly, from favoring its own 
international operations during the period before divestiture. Specifi- 
cally, Concress included a provision in section 222 requiring that 
Western Union distribute unrouted international telegraph traffic 
unong the overseas carriers according to ''a just, reasonable and 
equitable formula." Unrouted traffic refers to traffic for which the 
;«ider does not desi^ate an overseas carrier. 

The statute provided that the formula would be devised by the 
carriers, and that the Conmiission would intervene only in the event 
that the carriers could not fashion an agreement whicn would serve 
the pubhc interest. Ultimately, the Commission prescribed a formula, 
developed by the carriers, which attempted to freeze market shares 
at the premerger ratio. 

Generally, the formula provided that Western Union should allo- 
cate to each international carrier enough unrouted traffic so that 
their respective shares of gross international tolls would remain 
unchanged from the premerger situation. Thus, the formula required 
that a carrier which managed to increase its share of routed traffic 
was to give up an equivalent amount of unrouted traffic so as to 
maintain its overall market share. 

ESTABLISHMENT OF GATEWAY CITIES 

Having decided to impose an international/domestic dichotomy, 
some basis was needed for distinguishing between WU's legitimate 
area of service and that of the IRC's. Tms was accomplishea in two 
steps. First, domestic and international areas of service were defined ; 
and second, domestic locations called gateways were designated 
where the IRC's could receive messages destined for international 
delivery, and have over incoming messages destined for the hinter- 
lands for delivery by Western Union. 

To maintain the status quo, section 222 drew the domestic/iatema- 
tional distinction on the basis of geographical rather than political 
boundaries. Thus, Western Union was allowed to retain its existing 
lines to Mexico, Canada, Newfoundland, and the islands of St. 
fierre and Miquelon by defining domestic operations as those occurring 
basically on the North American continent. 

This definition recognized the fact that the IRC's did not then 
serve those routes and that limitiag the exchanee of traffic to a few 
gateway locations would be impractical in lignt of the numerous 
points along the borders where interconnection was desirable. 

On the other hand, the IRC's overseas interests were recognized by 
characterizing anything outside the North American continent as an 
mtemational point. Thus Hawaii, Puerto Rico, the Virgin Islands, and 
other territories/protectorates of the United States were designated 
international points for purposes of section 222 of the act. 

94-027— 7« 7 
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By 1943 the IRC's operations were concentrated in certahi major 
cities. Thus ITT, RCA, and Western Union Cables each used New 
York, San Francisco, and Washin^n as gateway cities, while TRT 
operated gateways in Miami and New Orleans. Section 222 did, 
however, empower the Commission to designate additional gateway 
cities. 

Fourth, landline haul provisions, in structuring the relationship 
between Western Union and the IRC's Congress also provided for 
the division of international telegraph revenues between them. To 
compensate for the acceptance and delivery of international messages 
to and from customers located outside the gateway cities. Western 
Union receives a portion of the charges for those messages sent by 
way of its facilities. p 

To reach a proper division of revenues, section 222 provides that i^ 
the parties fiist negotiate among themselves. Their agreement is !? 
subject to the Commission's approval. However, if an agreement r 
cannot be negotiated, the Commission is authorized to prescribe the r 
division of revenues. ]- 

Let me describe briefly the current industry structure. ^ 

'3 

THE PBBSENT STRUCTURE FOR DOMESTIC CARRIERS ;* 

Today, Western Union retains its monopoly position in providing 5 
domestic telegraph service. However, the avauability of a nationwide : 
telephone system and the development of more sophisticated record > 
services has resulted in a continuing decline in the demand for tele- ; 
graph service. For record services other than telegraph, Western : 
Umon faces competition from A.T. & T., specialized, resale and 
satellite carriers who now oflFer a wide range of services capable of 
satisfying diverse customer requirements. 

Among the carriers recently authorized to provide specialized 
domestic services are United States Transmission Systems, Inc., a 
subsidiary of the International Telephone and Telegraph Corp.; and 
RCA American Communications, Inc., a subsidiary of KCA. Aiother 
ITT subsidiary, ITT Domestic Transmission Systems, Inc., together 
with Tymnet, Tellenet, and Graphnet Systems, Inc. all offer "valued 
added" or resale services. 

Western Union also is the sole entity authorized to carry the 
domestic portion of international telex calls destined to points beyond 
the gateways. 

On the other hand, domestic termination facilities for international 

Private line services are provided by competing carriers: A.T. <fe T., 
Western Union, specialized common carrier, and domestic satellite 
carriers. 

The international record carrier industry is comprised of four major 
international record carriers: ITT, RCA, WUI, and TRT. RCJA, 
ITT, and WUI in combination have direct circuits to virtually every 
major communications center throughout the world. TKT has 
recently been authorized to expand its service area abroad. The 
French Cable Company and U.S. Radio-Liberia, a subsidiary of 
Firestone Rubber, serve only limited areas in Europe and Africa. 
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OTHER INTERNATIONAL CARRIERS 

The American Telephone & Telegraph Co. (A.T, & T.) provides all 
message telephone service and all voice-only private line services from 
the tmited States mainland to international points. The Hawaiian 
Telephone Co. (HTC) provides international and interstate, as well as 
intrastate, services in Hawaii. As A.T. & T.'s correspondent, it 
provides all those services A.T. & T. is authorized to provide between 
Hawaii and the mainland. All America Cables & Radio, Inc. (AAC&R) 
and ITT Communications Inc.-Vir^n Islands (ITT-CIVI), two ITT 
subsidiaries, provide overseas circuits for telephone message service, 
leased circuits for voice-only use, and program transmission services 
from Puerto Rico and the U.S. Virgin Islands, respectively. The Com- 
munications Satellite Corporation (Comsat), a carrier's carrier, 
created by Congressional action in 1962, was given sole authority by 
the Communications Satellite Act to own and operate the U.S. 

Portion of the commercial satellite global communications system. 
*he end service carriers lease satellite circuits from Comsat. 

The sophistication of today's international record market results in 
lar^e measure from the development of hi^h quality transmission 
facilities. High capacity voice-CTade submarine cables and satellite 
facilities have virtually replaced telegraph cables and HF radio, the 
media used for overseas transmissions in 1943. 

For example, the first transatlantic cable capable of providing 
voice-grade service began operations in 1956 with a capacity of 87 
circuits. Only 20 years later the sixth transatlantic cable, with a 
capacity of 4,000 voice-grade circuits began service. 

In addition, the global satellite communications network, un- 
dreamed of in 1943 in section 222, independently makes possible new 
and innovative record and voice services, as well as international 
television relay, and reaches global points which cables cannot serve. 
These two transmission media are today the backbone of the inter- 
national communications industry. 

Voice-grade circuits in both cables and satellites are capable of 
transmitting alternate and simultaneous voice/data, facsimile and 
high-spKeed data and may be subdivided for telegraph and telex 
transmissions. 

Although pubUc message telegraph service was the first and for 
many years the predominant international record service, by 1974, 
telejgraph revenues represented only about 13 percent of total inter- 
nation^ record service revenues, with telex and leased lines accounting 
for 22 and 25 percent of the industry's revenues, respectively. 

Telex is a teletypewriter exchange system directly linking a cus- 
tomer's office with any other party on a carrier's telex network. A 
leased channel, on the other hand, is a circuit dedicated to a discrete 
customer or customer group. Leased channel services may include 
teleprinter, data, facsimile, alternate voice/data and simultaneous 
voice/data. 

To a large extent, telex and leased channel services have taken the 
place of telegraph service and the congressional plan to protect inter- 
national teleeraph operations has been mooted. In the face of these 
changes in me technology and character of international telecom- 
mumcations, any statute would be hard-pressed to retain its viability. 



Digitized by VjOOQIC 



96 

But section 222 has had a particularly stifling effect on competition 
and innovation in international telecommunications generafiy and 
particularly on the provision of telecommunications services to Hawaii. 

Now, as to the designation of Hawaii as an international point. As 
noted earlier, Hawaii was not included in the definition of the domestic 
service area in 1943, and thus became an international location with 
respect to communication services. That designation was continued 
by congressional enactment of section 36 of the Hawaii Omnibus Act 
(Public Law 86-624, approved July 12, 1960), which added the phrase 
''except Hawaii" to section 222(a) (10). 

Although it may appear particularly anomalous to specifically 
exclude Hawaii from the definition of the ''continental United States" 
shortly after its having achieved statehood, this exception was based 
on interpretations of the legislative intent underlymg section 222. 
Specifically, the geographic location of Hawaii was apparently viewed 
as a valid basis for continuing its treatment as an international point 
because communications to Hawaii required an overseas transmission, 
involving a diflFerent facility configuration than for a domestic point. 

Whatever validity this reasoning may have had in the past, it would 
seem to have disappeared with the advent of domestic satellite com- 
munications. Domestic satellites can be used to provide service to the 
contiguous States and to offshore points, such as Hawaii and Puerto 
Rico/ Virgin Islands, at far less additional cost than was the case when 
only submarine cable technology was available. 

As you know, the Commission has expressed its strong belief that 
Hawaii should no longer be designated as an international point, and 
has moved to inte^ate the services and rates for Hawaii/mainland 
communications with those of the domestic network despite this 
designation. 

Therefore, the Commission favors any legislation that would serve 
to bring the citizens of Hawaii the full benents of modem communica- 
tions services at the earliest possible time. For reasons I shall discuss, 
we believe this objective can best be accomplished through outright 
repeal of section 222. Thus, while we fully support the objectives of 
S. 1866, the bill under consideration today, we feel compelled to point 
out what we believe are some potential difficulties with this approach as 
compared with the outright repeal of section 222. 

First we think there is some possibility of interruption of present 
services. As it presently reads, S. 1886 would, by operation of law, 
make Hawaii a part of the U.S. hinterland. One immediate effect of 
this would be to make unlawful the continued provision of existing 
record services between Hawaii and the mainland, and between 
Hawaii and international points. 

Pursuant to other provisions of section 222, the international 
record carriers are barred from accepting, receiving, transmitting, or 
delivering record communications in the hinterland. 

On the other hand, only the IRC's are now authorized to provide 
nonprivate line record services from Hawaii to the mainland or to 
overseas locations. Since no other carrier could legally provide domes- 
tic record services without first obtaining authoritv under section 
214 of the Communications Act, there could be no lawful provision 
of service until a carrier sought and received such authority. Even if 
an application to provide services were filed immediately, authority 
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could not be granted automaticallv because of the due process 
provisions of the Communications Act and the Administrative Pro- 
cedure Act. 

Moreover, should more than one carrier file to provide record serv- 
ices, other than telegraph service, which has been established as a 
domestic monopoly, the Commission might be required to conduct 
a proceeding to determine whether authorization of multiple compet- 
ing carriers would best serve the pubUc interest, or whether a single 
authorization should be granted, and if so, to whom. 

With regart to international points, such as Japan, or other over- 
seas points, a similar situation would prevail. ISo carrier would be 
presently authorized to provide international record service from 
Hawaii if Hawaii were simply considered as part of the "continental 
United States,*' while section 222 remains in effect. 

In order to allow continued provision of service during the pendency 
of any section 214 appUcations, Congress might consider adding 
language to S. 1866 wnich would ''grandfather" existing IRC faciU- 
ties and services. Under such a provision, the IRC's would be allowed 
to continue providing service between the mainland and Hawaii and 
between Hawaii and international points, at least until such time as 
the Commission acted on section 214 appUcations of other carriers. 

While this would remove the likelihooa of any immediate discon- 
tinuance of existing services, it might only serve to further confuse 
the statutory and regulatory treatment of new services confuse the 
statutory and regulatory treatment of new services such as Mailgram, 
Dataphone, value-added services, and the like. The IRC's mi^t be 
expected to oppose the introduction of such new services by new or 
existing domestic carriers, on the grounds of competitive impact on 
their own record service offerings. 

It is not at aU clear that such arguments could be summarily 
rejected, once Congress has grandfathered those carriers — either tempo- 
rarily or permanently — in the Hawaii/mainland market. Thus, one 
might reasonably anticipate protracted Commission and court pro- 
cei^ings in connection with any proposals for new services or new 
carriers in this market, notwithstanding the objectives of S. 1866 or 
the intent of any grandfather provisions. 

With regard to international services, the Commission could, of 
course, designate Hawaii as a gateway location, following an appro- 
priate proceeding. While this would allow the IRC's to continue to 
provide service from Hawaii to international points, it would preclude 
their providing service between Hawaii and the mainland, absent 
grandfathering. While section 222 permits the IRC's to accept and de- 
fiver messages in gateway cities, it does not permit them to handle 
messages between gateway cities, from gateway cities to the hinterland, 
or between other domestic points. 

Thus, an IRC could not legally accept a message in Hawaii for trans- 
mission to San Francisco, or any other gateway, or Chicago, or any 
other nongatewav. 

Absent grandfathering, public message record services such as 
telegram, telex, and mailgram could legally be provided between 

Soints on the mainland and Hawaii only by Western Union, or other 
omesitc carriers, which would still have to seek authority pursuant 
to section 214 of the Communications Act to acquire the necessary 
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facilities. Section 214 provides that no carrier may acquire any line, 
or extension of line, unless the Commission first certifies that the pubUc 
interest, convenience or necessity so requires. That would require 
proceedings and the opportunity for parties to come in and to have 
their due process rights. 

Now, let me turn to entry into the Hawaii market. As I have just 
indicated, any carrier's entry into the Hawaiian market would not 
occur automatically as the result of enactment of S. 1866. Section 214 
of the Communications Act would still require that Western Union 
file an application to provide its services, including mailgram service, 
and those applications would be subject to due process and the stand- 
ard requirements of the act and judicial determination. 

Mr. Chairman, let me finally make one point regarding Puerto Rico 
and the Virgin Islands. We recognize that S. 1866 is only designated to 
deal with Hawaii. However, we would note that Puerto Rico and the 
Virgin Islands, although treated like States for the purposes of other 
sections of the act, are treated as international points for the purposes 
of section 222. The same technological advances that have made 
Hawaii's overseas location no longer a bar to admission into the Union 
for communication purposes, have brought these Caribbean points 
closer to the mainland. 

We would thus urge that whatever means are adopted to deal with 
the problem of Hawaii, might also be made applicable to the citizens 
of Puerto Rico and the Virgin Islands. 

Mr. Chairman, in summary, I must apologize for what has been a 
rather lengthy and involved presentation. I will attempt to rectify 
that with a brief summary. 

First, the Commission is in full agreement with the intended purpose 
of S. 1866, that is to eliminate the international/domestic dichotomy and 
resulting limitations on Hawaii rates and services imposed by section 
222 of the act. The Commission believes this goal could best be ac- 
complished by outright repeal of section 222. 

By leaving in eflFect other provisions of that section, S. 1866 would 
leave a variety of legal, procedural, and structural impediments. 
While these are not insurmountable, they will in all likelihood cause 
delays in achievement of your basic objectives. Grandfathering of 
existing IRC's in this market would solve the problem of potential 
service discontinuity, but would aggravate the problem of introducing 
new carriers and services. Without grandfathering, designation of 
Hawaii as an international gateway pursuant to the requirements of 
section 222 would solve the problem of IRC continuity of service to 
overseas locations, but would effectively preclude them from continu- 
ing their present Hawaii/mainland services. 

If, on the other hand, section 222 were repealed in its entirety, 
many due-process requirements and statutory standards would still 
have to be satisfied. However, the IRC's would in that event continue 
providing both their Hawaii/mainland and overseas record services, 

Sending further decisions by the Commission concerning whether and 
ow Hawaii services could better be provided. 
Moreover, the introduction of new carriers and services into the 
Hawaii/mainland market would be somewhat easier since domestic 
policies which now facilitate the entry of suppliers for specialized 
would appljy. 

Mr. Chairman, that concludes my prepared statement. 
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I might add one additional thought for your consideration. This has 
3iot been really discussed with the Commission, but should Congress 
iiltiinately decide to deal only with the Hawaii or other offshore 
problems at this time, it might be preferable to do so by exempting 
those areas from all provisions of section 222. The present language 
of S. 1866, we believe, would not accomplish this. 

In lieu of that language, Congress might consider an explicit state- 
ment that none of the provisions of section 222 shall apply to com- 
munications services to, from or within the State of Hawaii, Com- 
monwealth of Puerto Rico or the U.S. Virgin Islands. We believe that 
would solve many of the problems that I have outlined in my state- 
ment. 

Thank you, Mr. Chairman. 

I will be pleased to answer any questions. 

Senator Inouyb. Thank you very much, Mr. Hinchman. Your 
statement is extremely helpful. I will instruct the staff to get together 
with you and look over the language you have just suggested in your 
closing remarks. 

But isn't it true that as far as the problem of introducing new 
carriers and services that you suggested would be aggravated if this 
amendment passes? Isn't it true that you can solve that problem 
yourself, the FCC? Is that your responsibility? 

Mr. Hinchman. Mr. Chairman, we can introduce new carriers and 
services with or without a repeal of section 222, and with or without 
this language. I think the Commission's point is, it is somewhat 
more difficmt given provisions of section 222. 

Domestic policies which have already been adopted favoring the 
introduction of new competitive suppliers do not apply. The courts 
have set forth some standards which we must adhere to concerning 
the introduction of each new carrier or each new service. 

I am onJy indicating that it is procedurally more diJBSicult. It is 
within the Commission's power to authorize new services, new carriers. 
We cannot under the present act authorize Western Union to provide 
such services as tele^aph service, according to the court's decision, 
mailgram service to Hawaii. 

S^iator Inoutb. The staff has proceeded to draft the grand- 
father clause in anticipation of your suggestion. I will read the clause 
and see if you have any comments to make. 

Nothing in section 222 shall prevent international telegraph car- 
riers from accepting and deUvering record communications by wire 
between Hawau and cities which constitute gateways approved by 
the Commission as points of interest into or exit from the United 
States, or record communications between Hawaii and any point 
outside the United States, Alaska, Canada, St. Pierre, Mexico, or 
Newfoundland. 

Mr. Hinchman. Mr. Chairman, I have not seen it. I cannot see 
any kind of immediate problem. It sounds like a good approach to 
grandfathering. As I have indicated, this would solve the problems 
of the international record carriers that I indicated, and their con- 
tinutiy of services. 

I do not know — ^what it would do with regard to entry of domestic 
carriers into these markets in competition with those carriers. I 
beUeve that that would still be an issue which they could litigate 
before the Commission. 
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But could I suggest that we get together with the staff subsequently 
and look at it? 

Senator Inouye. Certainly. I think at this juncture it would be 
well to suggest that the history of Hawaii and statehood, or the 
quest for statehood was one that included much compromise, re- 
luctant compromise on the part of the people of Hawaii. 

One of the compromises involved everything we are discussing 
today. We were aware that this provision was quite discriminatory, 
but we decided on first things first. 

For example, the people of Hawaii paid highway taxes from the 
time Hawaii laws were enacted imposing user taxes with no return « 
on that payment to the State. The people of Hawaii endured that type a 
of discrimination in order for Hawaii to become a State. f 

Not to rock the boat, but now that we are in the business, let me ^ 
assure you that we are going to straighten out the situation. We 
are most sympathetic with the situation in Puerto Rico, and I am ^ 
certain the subcommittee will take your suggestion very seriously, j 

Just for the record, the FCC is in favor of the total repeal of sec- j 
tion 222, but will support the enactment of S. 1866 with an appro- ! 
priate grandfather clause? 

Mr. HiNCHMAN. That is correct, Mr. Chairman. 

Senator Inouye. Is it your understanding that the enactment of 
this measure with the appropriate grandfather clause would in no 
way curtail the existing authority of the international record carriers 
to serve Hawaii, or prevent them from applying for any new or ad- 
ditional authorization, if they wish to seek service to that point? 

Mr. HiNCHMAN. Again, subject to a futrher look at this language, 
I believe that is correct. 

Senator Inouye. Is it your understanding that if this measure 
were enacted. Western Union would still have to seek FCC authori- 
zation on a case-by-case basis before it could oflFer any service to 
Hawaii? 

Mr. HiNCHMAN. I am not sure it would be on a case-by-case basis, 
Mr. Chairman. It would have to have further authorization from the 
Commission. It could be perhaps blanket authorization. 

Senator Inouye. Mr. Hinchman. We have a whole volume of 
questions here, many of them of a higly technical nature. May we 
submit them to you for your study? 

Mr. Hinchman. We would be pleased to respond. 

Senator Inouye. Thank you very much. On behalf of the sub- 
committee, I thank you for your assistance this morning. You have 
been very helpful. 

[The following information was subsequently received for the 
record:] 

Federal Communications Commission, 

Washington, B.C., July 26, 1977. 
Hon. Ernest F. Hollings, 

U,S, Senate, Chairman, Committee on Commerce, Science and Transportation, 
Washington, D.C, 

Dear Senator Hollinqs: This is in response to your letter dated July 21, 1977 
concerning the impact of S. 1866, a bill to amend Section 222 of the Communicar 
tions Act. Your letter included a number of specific questions concerning various 
aspects of the proposed amendment of Section 222 which I have sought to answer 
herein. The following are the questions contained in your letter of July 21 with 
my responses. 
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Question 1. Is it your opinion that FCC policies and industry customs rather 
tiu^ the statutory language of Section 222 nave prevented the IRCs from com- 
peting in the domestic record market? 

Answer. The foremost constraints preventing competition by the ICRs in the 
domestic market are the international and domestic dichotomy and the gateway 
provision of Section 222. The intent and legal interpretation of Section 222 with 
respect to IRC participation in the domestic market is far from clear. On the one 
hand^ it can be argued that Section 222, designed as it was to effectuate the merger 
of Western Union and Postal, is only intended to restrict the activities of the 
merged entity in the international field, and that there are no restrictions on the 
international carriers in the domestic market. On the other hand, the definitions of 
domestic and international telegraph carriers and operations contained in Section 
222(a)(2), (3), (5) and (6) can be read in connection with the merger provisions of 
Section 222(b) as establishing a distinct dichotomy between domestic and inter- 
national operations and carriers. We believe this confusion, which has never to our 
knowledge been resolved through either statutory clarification or judicial inter- 
pretation, is the primary impediment to IRC participation in the domestic market, 
rather than FCC policies or industry customs. 

The Commission has ruled, however, that an interpretation of Section 222 
totally barring the IRCs from entry into the domestic sector generally would 
inhibit its efforts to enhance competition in the provision of specialized services 
and the development of domestic satellite facilities. Consistent with these rulings, 
the Commission has authorized ITT to create a separate corporation. United 
States Transmission Service, Inc., ofTeiing a variety of specialized services, partic- 
ularly to those users with low volume requirements. We have also peimitted 
WUI to have a 20 percent ownership interest (now divested) in the American 
Satellite Corporation, a reseller of Western Union's satellite capacity, and per- 
mitted the RCA Corporation, Inc. to establish a domestic satellite system to 
mvide private line services throughout the mainland and to Hawaii and Alaska. 
ThQ RCA satellite system also interconnects with RCA Alaska Communications, 
Inc. for provision of essential service to Alaska and between Alaska and the con- 
tiguous 48 states. Pursuant to Section 222, however, the IRCs themselves, may 
not provide service directly to customers located beyond the gateways. In response 
to applications filed by the IRCs, the Commission is now considering designating 
additional gateway cities. Any such action would not, however, allow iTT and 
ECA to interconnect their own domestic and international facilities. I am sure 
you can see the dampening effect of Section 222's marketplace dichotomy and 
gatewa3r concept have on the entry of the IRCs into domestic competition. 

Question 2. rlease comment on the following suggested draft amendment to 
S. 1866. 

Answer. Nothing in Section 222 shall prevent international telegraph carrieis 
from accepting and delivering record communications by wire or radio between 
Hawaii and cities which constitute gateways approved by the Commission as 
points of entiance into or exit from the United States, or record communications 
oetween Hawaii and any point outside the United States, Alaska, Canada, Saint 
Pierre- Miquelon, or Newfoundland. 

In my attached remarks I have provided the following suggested language to 
substitute for the proposed amendments set forth above: 

"None of the above provisions [Section 222] shall apply to the acceptance, trans- 
mission, reception, and delivery of record communications which either originate 
or terminate in Hawaii." 

TTiis amendment clearly satisfies Congress's goal of permitting both domestic 
and international carriers to provide service to Hawaii. At the same time, it would 
afford the Commission much more latitude in applying to Hawaii a number of 
beneficial domestic communications policies dei i ving from the Specialized Carrier ^ 
Resale and Shared Use, Carterfonef and related decisions. While the draft amend- 
ment originally proposed would not preclude explicit application of these policies 
through legislative mandate, it could create some confusion and attendant delay 
by leaving other provisions of Section 222 applicable to Hawaii. 

By separating Hawaii entirely from the international/domestic dichotomy, the 
lanffuage I have suggested would remove Section 222 *s regulatory structure 
entirely for Hawaii services, while retaining them in full force with respect to 
foreign communications and the mainland activities of the IRCs pending possible 
rq>eal of the Section in its entirety. Moie importantly, by specifying that this 
amendment applies only to "record communications which either originate or 
terminate in Hawaii," (5ongress would ensure that the carrieis and their foreign 
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correspondents would continue to f:hare construction and maintenance costs o( 
submarine cables transiting Hawaii based on the distance between foreign termi- 
nals and the U.S. Mainland. 

Question 5. Please describe the significant services which are not now available 
to Hawaii, and instances in which Islanders are charged substantially more than 
Mainlanders. 

Answer. The following list of services not presently available in Hawaii and 
instances of rate disparity was compiled from tariffs on file with the Commission. 
It is not a complete list of all services now oflfered on the mainland; and charac- 
terizations of higher rates are based on gross figures. Since the rate structure of 
each carrier is different, absolute rate disparities cannot be readily identified. 
Moreover, certain rate disparities may well be justified on the basis of actual cost 
disparities. 

AT&T was recently authorized to provide, to identified mainland locations, 
Dataphone Digital Service. This service, a private line communications service 
offering two-way transmission of digital signals at various synchronous speeds, is 
not now offered to Hawaii. AT&T's other non-voice private line offerings are 
offered at different terms and conditions, mainly in conjunction with the iRCs, 
to Hawaii, often at higher costs than on the mainland. AT&T does not offer short 
period telephone service to Hawaii. As a result of the Commission's rate integra- 
tion policy, WATS service will be available to Hawaii in 1977 for the first time. 
The rates for WATS and message toll service to Hawaii will be at parity with the 
mainland with the implementation of Step III of our rate integration policy on 
January 1, 1979. 

Many record services now offered by Western Union in the mainland are not 
presently offered to Hawaii through the IRCs. Included in this group of services 
are Braille Gram, Data Gram, Data Comm, Infomaster (stored and forward 
message switching), and miscellaneous news ticker services. The rates for telex 
and TWX services offered to Hawaii through the IRCs appear generally higher 
than comparable rates on the mainland. This is due in part to the different rate 
structures which are currently the subject of a proceeding before the Commission. 

As a result of the present classification of Hawaii as an international point, the 
IRCs cannot offer point-to-point pricing from Hawaii to a non-gateway location. 
As a result, private line rates to hinterland locations are higher than comparable 
mainland rates, due to the necessity of combining an "overseas" and "domestic" 
charge. AT&T's alternate voice data (AVD) channels on the mainland are priced 
on an averaging concept. The same concept is not now applied to Hawaii' rather, 
AVD rates are priced from the gateways with an additional charge for hinterland 
access. 

The major class of service offerings not now available to Hawaii are those being 
offered on the mainland for the first time by new carriers in the conipetitive mar- 
ket. For example, Graphnet, Telenet, Southern Pacific, and MCl are offering 
numerous services on the mainland. These services consist of switching and private 
line services designed to meet the growing communications needs of mainland 
customers. It is not possible to identify which of these services may be commer- 
cially viable in the Hawaiian market. As a result of our decision prohibiting restric- 
tions on the resale and shared use of most carrier offerings, a new class of services 
will soon be offered on the mainland. Presently, our resale and shared use decision 
does not apply to Hawaii, since Hawaii is classified as an international point. 

Question 4* (a) Is it a fair statement that Section 222 and disputes over the 
scope of that section have contributed to the delay in securing new services and 
new facilities for Hawaii points? If so, please elaborate, (b) Would this situation 
be substantially corrected if S. 1866 were enacted? 

Answer. The Commission believes that Section 222 and disagreement as to its 
scope have contributed greatly to the delay in securing new services and facilities 
for Hawaiian points. For example, because of Section 222's designation of Hawaii 
as an international point, the Commission could not readily authorize provision of 
MAIL GRAM service as already provided on the U.S. Mainland by Western Union 
Telegraph Company. Additionally, integration of Hawaii into the domestic rate 
structure has been a long, difficult process due, at least in part, to Section 222 
complications. Further, applications to provide innovative domestic satellite 
services to Hawaii, now provided on the U.S. Mainland, have been challen^sd 
on Section 222 grounds. While interested parties may of course continue to contest 
proposed tariffs and services even after amendment of Section 222, the statutory 
limitations will no longer pose their overall stumbling block in the consideration 
of these proposals. We believe that consideration of such applications to provide 
service to Hawaii would thereby be expedited through enactment of either S. 1866 
or S. 1162. 
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QueUion 6. Is Hawaii now adversely affected in terms of rates and services 
vis-a-vis mainland states because of Section 2227 

Answer. Our experience indicates that the artificial constraints of Section 222 
have frustrated the Commission's efforts in dealing with commlnications proposals 
and have delayed, and sometimes foreclosed, the availability of low-cost and 
innovative communications services. 

The Commission believes there is no necessity for retaining a statutory dis- 
tinction between international and domestic record services. The public interest 
can better be served by reliance upon other, less rigid sections of the Communi- 
cations Act to determine whether and to what extent particular sectors of the 
domestic and international telecommunications market should be open or closed 
to particular carriers, and to what extent these markets should be treated 
integrally. 

Question 6. Section 222(e) provides for a division of revenues between the In- 
ternational Record Carriers and Western Union when joint service is provided. 
According to Western Union International, a "full hearing'^ is now rtquiied before 
the relative shares in the division of revenues is changed; and divisions of charges 
and distribution of telegraph traffic is expressly required to be just, reasonable, 
equitable, and in the public interest. Western Union International urges that 
these requirements be retained if S. 1866 is enacted, (a) Have these requirements 
or disputes arising under them contributed to the delavs Hawaii has experienced 
in securing new serWces and facilities? (b) If so should Section 222(e) be amended; 
and if so, how? 

Answer. We believe the best approach to assuring responsive communications 
services to those with telegraph lequirements to Hawaii is to dispense with the 
Section 222's foimula proviso. The original formula, through a "quota" system 
of traffic distribution, discouraged the IRCs from aggressively competing for 
telegraph traffic. In this sense it is fair to say that while the original formula did 
not delay Hawaii in securing new facilities and services, it did work against the 
public's interest in a strong, efficient public message service. Recently the Com- 
mission prescribed a revised formula distributing unassigned traffic among the 
IRCs in the same propoition as each carrier handles routed traffic. Our goal with 
lespect to international telegraph traffic and our specific recommendation with 
respect to telegraph traffic bound for Hawaii is to require the customer to designate 
the carrier of his choice. With both the IRCs and Western Union competing for 
telex and telegraph traffic between the mainland and Hawaii, Hawaiian sub- 
scribers should be well served without the necessity of or anti-competitive effects 
of any presciibed formula for traffic allocation or division of revenues. 

Qwestion 7. In your testimony, you state that if S. 1866 were enacted, "should 
more than one carrier file to provide record services to and from Hawaii and the 
2Aainland (other than telegraph service), the FCC might be required to conduct a 
proceeding to determine whether authorization of multiple carriers would best 
serve the public interest, or whether a single authorization should be granted." 
(a) What criteria would the FCC use to dfetermine whether the public interest 
would apply? (b) Would this be true if the record service were private line service? 

(c) Would the FCC have to apply the same criteria if more than one carrier filed 
to provide specialized common carrier services within the 48 contiguous states? 

(d) If the answer to (b) is no, why should an Hawaii situation be treated 
differently? 

Answer. Section 214 provides the fundamental statutory basis for common 
carrier facility and service authorization. Applications for facilities and service 
provisions both internationally and domestically are subject to all Section 214 
standards and criteria. This analysis includes consideration of what relevant 
services are already offered between point to be served and whether the addition 
of the proposed service or the entrance of an additional carrier would benefit the 
public. If the Commission finds that the proposed service would contribute to the 
public benefit it then considers the effect on existing carriers. Such analysis may 
r^ult in a determination that introduction of the new service would have no 
impact on existing services; that it might have such detrimental effect on existing 
services that its offering would not ultimately benefit the public interest; or that 
the impact on existing services is outweighed by the potential benefits of the 
new service. 

(b)- Possibly, absent the amendment we have suggested. In its Specialized 
Common Carrier Decision, 29 FCC 2d 870 (1971), the Commission determined 
that domestic private lines communications is an area requiring the stimulation 
of competitive offering and that the availability of competitive offering wil 
stimulate the overall market for private line services. 
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However, since the Hawaii market was not explicitly considered in that pro- 
ceeding, arguments would be raised concerning its factual and thus legal imder- 



(c) No. Through rulemaking in the Specialized Common Carrier Decision tht 
Commission adopted a general finding that competition in the provision of private 
line services is in the public interest. Thus, the Commission established a policy 
of multiple entry into the private line services. 

(d) Hawaiian requirements for private line services may be no different than 
the demand for mainland private fine conamunication. However, the Commission 
in its Specialized Common Carrier Decision examined only the market for private 
line services. Since under Section 222 Hawaii is an international point, private 
line requirements there were not considered. Nevertheless, in its Domestic Satel- 
lite Decision, 35 FCC 2d 844(1972), the Commission established a policy favoring 
the entnr of specialized domestic satellite carriers to provide service to Hawaii, 
provided such service would not adversely impact the achievement of rate and 
service integration and would bring specific benefits to the citizens of Hawaii 
and the mainland. We recommend that Con^ss extend the principles of the 
Specialized Common Carrier Decision to Hawaii in its legislative history of S. 1866. 

I hope the above provides a satisfactory response to your questions. If you 
should nave any additional questions, please do not hesitate to contact me. 
Sincerely, 

Walter R. Hinchman, 
Chief, Common Carrier Bureau, 

Senator Inouye. Our next witness is the distinguished Senator from 
the State of Hawaii, my colleague, Hon. Spark Matsunaga. Welcome. 

STATEMENT OF HON. SFABE W. MATSUNAGA, U.S. SENATOB FROX 

HAWAn 

Senator Matsunaga. Thank you very much, Mr. Chairman. 

It is a privilege to testify before my senior Senator. I appreciate this 
opportumty to testify in support of S. 1866, a bill wnich the dis- 
tinguished senior Senator has mtroduced. 

As the chairman knows, we had both introduced S. 1162, which 
would have repealed section 222 of the Communications Act. But now 
I am here to testify in support of S. 1866, which the chairman has 
introduced himself, as perhaps a better approach than outright appeal 
of section 222. 

As you know, Mr. Chairman, the people of Hawaii worked and 
hoped for over 50 years to achieve statehood. They wanted to elect 
their own Governor. They wanted a voice in the Federal Government. 
They wanted to share fully the benefits of American citizenship, and 
thev wanted to share responsibly the burdens of government and to 
make their own unique contribution to the livmg history of our 
country. 

To a large extent, their hopes have been achieved since Hawaii 
became a State in 1959. Hawaii is today recognized as one of the most 
progressive of the 50 States. In the nearly 18 years since statehood, the 
island State has become our Pacific center for trade, coromerce, 
cultural, and scientific exchange. 

As the crossroads to the Pacific, it represents the gateway to the 
United States for visitors from the Orient. To U.S. citizens returning 
from abroad, their arrival at Honolulu International Airport means 
they are at home. 

It is ironic indeed that this center of trade, commerce, science, 
culture, and travel should be treated still as an unwanted stepchild in 
the field of communications. But it is. Under section 222 of the Com- 
munications Act, Hawaii is still treated as an international point, as a 
foreign country. What does this mean? 
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It means that when a resident of Hawaii wishes to place a long- 
distance telephone call to someone on the mainland, the rates are 
higher than those between comparable long-distance points on the 
mainland. The same high rates are charged mainland residents who 
call Hawaii. 

For example, on a station-to-station call, 1 minute from Hawaii to 
California or other points on the west coast, would cost 71 cents, 
while a call between mainland points located a comparable distance 
from each other would cost only 54 cents. And an additional minute, 
station-to-station from Hawaii to the west coast States, would cost 53 
cents, but on the mainland an additional 1 minute would be only 38 
cents. 

And on a person-to-person call from Hawaii to the west coast, 
1 minute would cost $5.80. A 1-minute i^erson-to-person call over a 
comparable distance on the mainland would cost only $3.55. 

It also means that Hawaii residents have long been denied service 
taken for granted by their fellow citizens on the mainland, such as 
Wide Area Telephone Service. Hawaii was the last State to receive 
mailgram service. 

It means, to, that it costs more to do business in Hawaii, simply 
because of the higher charges for telex service, telephone and tele- 
ouph service, video transmission, and computer Imkages between 
Hawaii and her sister States. 

What can be done to assure Hawaii treatment equal to that of the 
other States? The FCC has ah-eady taken the position that the 50th 
State should be fully integrated, treated the same as the other 49 States. 
Hawaii should have the same services provided to other States, at the 
same rates. 

In a landmark decision in 1972, the FCC ruled that Hawaii must be 
included in the domestic satellite system. In 1975, this decision was 
confirmed when the FCC ruled that full integration of Hawaii must be 
achieved before domestic satellites could be authorized. 

An opinion providing for the integration of the mainland/Hawaii 
long-distance telephone and Wide Area Telephone Service was issued 
by the FCC in 1976, and later last year the FCC approved the inte- 
gration of mainland/Hawaii telex, telegram, video and private line 
services into the mainland rate and service pattern. 

Despite the administrative actions of the FCC, and largely because 
section 222 remains on the books, full integriation of all communica- 
tions services and rates has been slow in coming. 

I, for one, do not believe that the major communications carriers 
are entirely to blame. After all, Hawaii has been treated as an inter- 
national point since the enactment of the Commimications Act in the 
inid-1930 s. And if the FCC has changed its mind once, it could change 
again. 

No; it is up to the Congress to act, to say once and for all that 
Hawaii is a State and should be treated as one in the commimications 
field. It is up to us to change the law which treats Hawaii as a 
foreign stepcnild. It is for this reason that I support S. 1866, a bill 
intrc^uced by the chairman, which would in eflfect exempt Hawaii 
from the provisions of section 222 relating to international points, and 
assure equitable treatment for the Island State. 
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Your expeditious and favorable consideration of S. 1866 will be 
greatly appreciated, not only by the people of Hawaii, but also by 
those on the mainland who communicate with Hawaii residents. 
Inasmuch as the chainnan is the author of S. 1866, 1 believe that this 
request wiW be readily granted. Thank you. 

Senator Inouye. Thank you very much for your assistance this 
morning. I assure you that this subconmiittee will do everything to 
expeditiously consider this measure. Your statement this morning 
has helped considerably to dramatize the discriminatory treatment 
that we have suffered from over the years. 

With your assistance, I am certain this whole discriminatory phase 
can be made a part of past history. 

Thank you very much. Senator. 

Senator Matsunaga. Thank you. 

Senator Inouye. Our next witness is Hon. William Thaler, Acting 
Director of the Office of Telecommunications Policy, and he is ac- 
companied by Mr. Bill Fishman, Assistant Director for International 
Telecommunications. 

STATEMENT OF WILLIAM 3. THALEE, ACTINO DIBECTOB, OEHCE 
OP TELECOMMUNICATIONS POLICY; ACCOMPANIED BY WILLIAM 
L. FISHMAN, ASSISTANT DIBECTOB, INTESNATIONAL TELECOM- 
MUNICATIONS 

Mr. Thaler. Thank you very much. 

My name is William J. Thaler, and I am Acting Director of the 
Office of Telecommunications Policy in the Executive Office of the 
President. Accompanying me today is William L. Fishman, Assistant 
Director for International Telecommunications. 

I appreciate the opportunity given to this office to present its views 
on S. 1866, a bill to amend section 222 of the Communications Act of 
1934 to make Hawaii a domestic telecommunications service point. 

Mr. Chairman, I would be happy to support an amendment to 
section 222 to make Hawaii a domestic service point. However, in 
the interests of equity and to enhance competition, I would suggest 
that Puerto Rico and the Virmi Islands also oe made domestic points. 

At the present time, the Western Union Telegraph Co. provides 
domestic record services, such as telegrams. Telex, and TWX tele- 
printer services and telegraph grade private line services. International 
record services are provided by the international record carriers 
(IRC's); RCA Globcom, Inc., ITT Worldcom, Inc., Western Union 
International, Inc., TRT Telecommunications^, Inc., and the French 
Cable Co. The IRC's provide generally the same range of services to 
virtually every country in the world. International traffic carried by 
the IRC's is funneled into and out of the U.S. through gateway cities, 
in which the IRC's are authorized to transmit and receive messages 
and to operate their own teleprinter networks. 

International record traffic which originates outside the gateways, 
that is, in the hinterland, or which terminates there, is handled be- 
tween the hinterland and an appropriate gateway by Western Union. 
The IRC's and Western Union thus jointly provide all international 
record traffic which originates or terminates m the hinterland. 
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The IRC's compete among themselves for traffic on the international 
routes, while Western Union operates as a domestic monopoly within 
the U.S. with respect to telegraph and switched teleprinter services. 
Over the years, numerous disputes have arisen between Western 
Union and the IRC's over the appropriate scope of their respective 
services, and the appropriate division of revenues where joint service 
is offered. 

Section 222 was enacted in 1943 following many years of discussion 
about the proper industry structure for the domestic and international 
teleconmiunications industry. Consideration had been given previ- 
ously to a wide variety of alternatives, including merger of the inter- 
national carriers among themselves and a merger of domestic carriers. 
As finally enacted, section 222 provides for a dichotomy of domestic 
and international record service through the following primary 
provisions: 

1. Authorizes Western Union to merge with its domestic telegraph 
competition — Postal Telegraph Co.— upon FCC approval; 

2. Requires Western Union, if it acquires Postal, to divest its 
international telegraph operations theretofore carried on; 

3. Provides a formula for the distribution of outboimd imrouted 
cable traffic which originates in the hinterland and for payments to 
be made by the IRC's to Western Union for the domestic haul of 
international traffic; 

4. Restricts IRC operations to gateway cities to be determined by 
FCC; 

5. Defines domestic points as continental United States, Alaska, 
Canada, Mexico, Newfoimdland, and St. Pierre Miquelon — thereby 
excluding Hawaii, Puerto Rico, Virgin Islands, and other U.S. points 
from domestic service.^ 

6. Defines domestic and international telegraph carriers by reference 
to the source of the majority of their revenues and traffic. 

It should be emphasized that section 222 deals only with non voice 
or record traffic. Voice traffic is not in any way affected by section 222. 

With this background, I'd like to turn now to a discussion of the 
policy issues posed by the proposed amendment to section 222. 

Mr. Chairman, as I indicated at the outset, I am in full accord with 
the suggestion that Hawaii should no longer be considered as an 
international point for purposes of the Communications Act. While 
the carriers currently offermg record telecommunications to Hawaii 
have been providing excellent services, nevertheless, I think it is 
anomalous tnat a State should be considered as an international point 
and thereby automatically deprived of the services of Western Union, 
the largest domestic record carrier. 

Moreover, redesignating Hawaii as a domestic point for record 
services wovud be consistent with the Commission's domestic staellite 
policy and the movement toward rate integration for voice and non- 
voice services between Hawaii and the mainland. 

The jurisidctional and pleading battles which have taken place 
among the carriers over the years as to their respective authority to 
serve Hawaii with this or that form of service have not contributed 



^Sec 222 (a) (5) 1b the basic statutory deflnltion of domestic service. In 1960, sec. 
222 (a) (10) was amended to specify that Hawaii was not included within the deflnltion. 
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to the advance of the public interest, and in some cases, such as the 
mailgram situation, have led to delays in implementmg service. 

My only caveat with respect to such a modification in the law is 
that the FCC assure fair competition opportimities to all carriers. I 
suggest that before it authorizes any Western Union services to the 
State of Hawaii, the FCC should take a close look at the economics of 
the situation so as to reasonably assure itself that the market can 
support such additional competition, and that the public will benefit 
from the increased competition. Although as a general proposition, 
we strongly favor enhanced competition, I agree luUjr with tne view, 
often supported by the courts^ that new competition for the sake 
of new competition is not a legitimate objective in a regulatory 
environment. In each case, a judgment should be made, based on a 
careful assessment of all the facts and circumstances, that such 
enhanced competition is likely, on balance, to advance the public 
interest, rather than to disserve it through the disappearance of one or 
more competitors. 

By speaking of enhanced competition, I wish to emphasize my beUef 
that Congress should not, by redesignating Hawaii as a domestic 
point, curtail in any way the authority currently held by the IRC's to 
serve it. Indeed, I believe it would be quite unfair to do so and that, 
on the contrary, in the interest of full competition, the Congress 
should make clear, in enacting any amendment to the act, that the 
IRC's should be permitted both to continue serving Hawaii and 
to apply for any new or additional authorizations they wish to seek 
for service to that point. Of course, such expans,on of IRC services 
would be subject to the same FCC scrutiny as in the case of Western 
Union's expansion. 

Although Hawaii's statehood makes the case for its designation as a 
domestic point particularly strong, I believe the same general rationale 
should apply to the offshore points of Puerto Rico and the Virgm 
Islands. We therefore would support their redesignation as domestic 
points, thereby permitting Western Union to serve them — again, in 
continued competition with the international record carriers currently 
authorized to serve them, and again, only upon an FCC finding that 
such competition is likely to serve the puolic interest throu^ en- 
hanced competition. 

As a matter of statutory draftsmanship, these changes in the 
existing law can be effectuated quite easily. To implement them, the 
Commission would have to designate gateways for the IRC's in 
each of the offshore points, as well as to authonze Western Union to 
provide services to the new points. 

In closing, Mr. Chairman, I would like to note that while we can 
support the limited amendment to section 222 before you now, other 
questions regarding section 222 and indeed the functioning and 
structure of the international telecommunications industry have 
been raised recently in the Congress. For example, questions exist as 
to the service by Western Union, and as to the scope of the IRC's 
authority for domestic service. Since all these issues are interrelated, I 
believe it would be ideal to consider them together. Therefore I 
would hope that at an appropriate time, the subcommittee would be 
able to address itself to these and other broad issues. I would be happy 
to respond at this point to any questions. 

» E.g., FCO V. ROA, a46 U.S.. 86 (1953). Hawaiian Telephone Co. t. United fitatea 
498 F. 2d 771 (D.C. Clr.. 1974) 
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Senator Inouyb. Thank yo very much, Mr. Thaler. 

While at some future point the subcommittee may consider the 
repeal of section 222 in its entirety, at this moment, we are attempting 
to resolve the matter of Hawaii. Just for clarification, although in 
your testimony you refer to the outright repeal of section 222, is it 
correct to say that the administration supports the passage of S. 1866. 

Mr. Thalbb. Yes, indeed, Mr. Chamnan. We do support it. I 
would like to say that the administration has not yet reached a position 
on the total repeal of section 222. Indications to that effect are not 
in order at this time. We are still stud3ring that. 

Senator Inouyb. Would you be in favor of the grandfather clause 
that I discussed with Mr. Hinchman? 

Mr. Thaler. Mr. Chairman, I would like to refer that question to 
Mr. Fishman, who is familiar with the details of the problems. 

Mr. FiBHMAN. Senator, we would indeed favor some sort of grand- 
father language to assure that the international carriers can continue 
to serve Hawaii and Puerto Rico and the Virgin Islands, if they were 
also included within the new statute. Both with respect to existing 
services and so that they would have the opportunity, if the Com- 
mission found it to be in the public interest, to expand the services. 
Without an opportunity to study the particular words that were 
proposed more carefully I think it might perhaps be preferable to get 
together with the staff at a later point and go over the language. But, 
certainly, the intent I think is one that we can definitely support. 

Senator Inouyb. Thank you very much. Is ityour imderstanding, 
Mr. Thaler, that if this measure were enacted. Western Union would 
still have to have FCC authorization on a case-by-case basis before 
it could offer any service to the State of Hawaii? 

Mr. Thalbb. Yes, Mr. Chairman. That is my understanding. 

Senator Inouyb. Do you agree with the FCC that this measure 
can be considered separately from the broad issues involved in the 
total repeal of section 222? 

Mr. THALBR. Yes, indeed, Mr. Chairman. I think that that indeed 
woidd certainly be in order. 

Senator Inouyb. In your statement, you suggested that this amend- 
ment should include ruerto Rico and the Vngin Islands. The com- 
mittee contacted both parties and neither expressed an interest in 
bedn^ included in this legislation. The record should reflect the com- 
munication was verbal and the subcommittee will ask that they 
respond in writing for the record. 

^th parties were offered the opportimity to testifjr. Both declined. 
Apparently, they have a system now, something akin to a Govern- 
ment monopoly and they seem pleased with their present arrangement. 

Mr. Thalbb. I can certainly sympathize with their attitude. We do 
not intend to speak for those organizations, but I think as a matter of 
equity in general we should consider them in the same class as Hawaii. 

Senator Inouyb. I concur with you, but I don't think this com- 
mittee will act upon it, if they do not desire it. 

ITT has reconnnended that if Hawaii were made a domestic com- 
munications point, fairness would require section 222 be further 
amended to aesignate Canada, Mexico, Newfoundland, St. Pierre, 
and Miquelon, as international points. They would further eliminate 
Uie current restrictions on gateway cities for international services, 
so intematiQnal record carriers can provide full and direct service. 

M-527— 78 8 
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Do you agree that reason and fairness would require these two 
amendments? 

Mr. Thaler. I would like to ask Mr. Fishman to respond to that 
question. 

Mr. Fishman. Senator, I think the question of how much further 
one can or should go with respect to 222 is an issue that is really quite 
distmct from that dealing with only Hawaii, including Puerto Rico 
and the Virgin Islands. 

The reason I say that is that I think the situation with respect to 
Hawaii is particularly clear and particularly compelling and represents 
a lather small portion of the total market that is served by the IRC 
industry, so that one can single it out, I think, and deal with it on a 
rational basis. 

However, once you go into the broad question of the repeal of 
section 222, or further modifications of 222 in one respect or another, 
I think you get into an area where one would have to very carefully 
analyze each of the possible permutations. 

For example, I am not at all persuaded, speaking as a lawyer, that 
the international record carriers are today barred from providing 
domestic service within the United States. There is no language in 
the statute which unequivocally says that. There is language in the 
statute which has to be read to indicate that at least with respect to 
some domestic services the IRC's are authorized and do provide this 
service today. 

So, I thini: it becomes a very much more complex question and as 
to whether this particular suggestion of ITT is sound at this point, I 
don't think we are in a position to say. 

Senator Inouye. May I request, Mr. Thaler and Mr. Fishman, that 
my staflF, committee staff call upon you to diaf t out appropriate lan- 
guage to grandfather the IRC's? 

Mr. Thaler. We would be delighted to do so, Mr. Chairman. 

Senator Inouye. Thank you very much, Mr. Thaler and Mr. Fish- 
man. You have been most helpful. 

[The following information was subsequently received for the 
record :] 

Office of Telecommunication's Policy, 

Executive Office of the President, 

Washington, D.C., July 27, 1977. 
Hon. Ernest F. Rollings, 
Chairman, Communications Subcommittee, 
U.S. Senate, Washington, D,C. 

Dear Mr. Chairman: In your letter of July 21, 1977, you enclosed a number 
of questions as a follow-on to last week's one day hearing on S. 1866. Our answers 
appear below, keyed to the four questions posed in your letter. 

1. To respond fully and comprehensively to Question 1 would require a com- 
plete legal analysis, including the extensive legislative history of Section 222. The 
&hort response time allowed will not permit us to undertake such a task, nor do 
we have existing studies which can be supplied. However, with these caveats, we 
would be happy to offer some preliminary and tentative views. 

Section 222 is the only part of the Communications Act of 1934 that deals sul>- 
stantively with international telecommunications. We can find no language in 
Section 222 which unequivocally bars the IRC's from the provision of domestic 
services. The language which comes closest is the proviso in 222(a)(5), which 
might be read to express the Congressional intent that the IRC's offer domestic 
service only where such service is in a gateway and is for international transmission 
or delivery. The words could bear that interpretation, in our judgment. But we 
do not think it is the best reading of the Section as a whole, for the following 
reasons: 
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(a) Congressional concern in enacting 222 was to permit Western Union to 
acquire Postal, so as to avoid loss of vital domestic services during the war; the 
bar to WlPs participation in international marketa, like the outbound formula 
and land line haul provisions, was to protect the IRC's from potential monop- 
olistic self-serving advantages of Western Union; there does not appear to have 
been any comparable concern for the protection of Western Union from IRC 
competition. 

(6) In American SateUtU Corporation, 43 FCC 2d 348 (1973), the FCC itslU 
recognized this point, saying that ''The legislative intent was not to protect Wfe 
from competition in the domestic communications market." 43 FCC 2d at 354. 
See also RCA Global CommunicatioM, Inc. 42 FCC 2d, 774 at 779 (1973). 

(c) There is no specific exclusionary language regarding IRC domestic operation, 
comparable to 222(c)(2) regarding WU's international operation. Had Congress 
intended a symmetry it would have been easy to write such language into the Act. 

(d) The proviso language in 222 (a)(5) can be read not as a limitation on IRC 
domestic operations, but on the contrary as a minimum guarantee that at least 
this type of domestic service could not be denied them, ^'^ether they could offer 
additional domestic services was left open to FCC determination at a later time. 
In IrUernaiional Record Carriers' Communications, 58 FCC 2d 250 (1976), the 
Commission noted that 222 (a)(5) was enacted to ''preserve to the IRC's their 
prior pattern of direct public operations." Id at 254. 

(e) Sections 222(a)(5) and (6) both define transit traffic as domestic traffic, 
yet the IRC's have been specifically authorised to provide such traffic and have 
been providing it for many years. 

(f) Section 222(a)(3) defines international telegraph carriers as those whose 
major piortion of traffic and revenue Is derived from international operations. 
'Hierefore, the implication is that international carriers can have at least some 
traffic and revenue derived from domestic operations. 

The Commission itself has discussed the gateway concept in numerous decisions 
over the years. It has often noted that the IRC's could expand their operations 
into the hinterland with appropriate FCC authority. See, for example, International 
Record Carriers* Communications, 38 FCC 2d 543 (1972): "We have also, on 
specific occasions when it appeared to be in the public interest, authorized the 
international carriers to extend their operations to points outside the gateway 
cities." Id. at 545. The Commission has also observed that "none of our prior 
decisions with respect to the handling of traffic in the hinterland accepts the 
Western Union premise that it was granted some form of exclusive right with 
reelect to the pick up and delivery of international message traffic beyond the 
gateway cities. We have in the past rejected such contentions.'' Id. at 547. 

But, significantly, these Commission observations deal with gateway expansions 
of one sort or another and not with the broader question of whether the IRC's 
could be authorized under Sections 222 and 214 to providepurely domestic service. 
In International Record Carriers* Communications, 40 FCC 2d 1082, 1084 (1973), 
the Commission noted that the 222 (a) (5) proviso "carves out an exception to a 
leneral ban on domestic operations by IRC's." See also Graphnet Systems, Inc, 
63 FCC 2d 402 at 408 (1977). On the other hand, the Commission has recognized 
that the application of the gateway language in 222 (a) (5) to services other than 
telegraph service is only a matter of "tradition. "International Record Carriers 
Communieationa, 54 FCC 2d 909 at 919-920 (1975)^ It appears that the Commis- 
sion regards the statute as barring purely domestic IRC operations. However, 
I am not aware of any detailed FCC analysis on the point. 

In sum, while the question is not free from doubt, it Ls my own view that the 
interpretation of Section 222 is that the IRC's could bo authorized by the FCC to 
operate domestically. Such domestic authorization would not appear to require 
«|ateway authorization under 222(a)(5) and could encompass any services the 
Commission finds appropriate. 

2. The proposed languag(^ presents some difficulties as a way to adequately 
protect the interests of the IRC's: 

(a) Does not deal with unroutcd hinterland originated traffic (to Hawaii) or 
landline haul divisions: 

(6) By referring to record services" excludes AVD/SVD services offered by 
IRC's; 

(e) It is anachronistic to speak of "telegraph carriers;'' 

id) It might be construed later to bar any IRC expansion into non-record 
services. 



^ It Is not clear what sig:nlflcance this restriction to "telegraph** operation may hare. 
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3. Section 222 a(10) is amended as follows: 

"The term Continental United States means the District of Columbia and the 
States of the Union, including Hawaii, provided that Hawaii shall be excluded 
from the definitions of the Continental United States within the provisions of 

Paragraph (e) of this section. The authority of any carrier to operate to or from 
[awaii shall not be restricted or impaired in any manner by the inclusion of Hawaii 
within the definition of Continental United States, nor shall such inclusion re- 
strict or impair any such carrier's eligibility for expanded authority." 

The language proposed herein would leave other aspects of Election 222 intact 
(see point 2(a) above). 

While we strongly support grandfather rights for the IRC's who are currently 
offering competitive services to Hawaii, both as a way to protect the pubUc 
interest and as a matter of equity to the IRC's, we would like to make two ob- 
servations with respect to such a provision. First, it should be clear that such rights 
do not amount to a preeniption of the FCC's jurisidiction to determine which 
carriers should be serving Hawaii. Rather the grandfather rights should be con- 
strued only as assuring the IRC's continuing statutory opportunity to serve 
Hawaii, upon a finding by the FCC that such continued service is in the pubMc 
interest. That is to say, the grandfather rights are not a statutory 214 grant in 
perpetuity, but only a guarantee that the carriers may serve Hawaii if the FCC 
so (letermines. 

Secondly, given the difficulty in conclusively interpreting Section 222 with re- 
spect to the scope of domestic service by the IRC's and the desire to resolve the 
Hawaiian situation expeditiously, we would find it desirable for the Congress to 
indicate in some appropriate fashion that the inclusion of grandfather rights for 
the IRC's in Hawaii to Mainland service cannot be presmned to reflect new Con- 
gressional views on IRC's service in regard to domestic routes. 

4. Western Union would be required by the Communications Act, Section 214, 
to seek authority to serve Hawaii, even after passage of S. 1866. The FCC has 
broad discretion as to how finely divided such 214 authority is to be. The grant 
can be broad or narrow, but in general, we would expect the FCC to take a clofle 
look at any significant new service proposed by Western Union. 

I hope the foregoing will be of some help to the Subcommittee. If there is any 
other way in which we can be helpful, please do not hesitate to ask. 
Sincerely, 

William J. Thaler, Acting Director. 

Senator Inouye. Next, we have a panel of carriers, which consists 
of the following: The president of Western Union Tel^raph Co., 
Mr. Earl D. Hilbum; president of RCA Globd Communications, 
Eugene F. Miuphy; president of ITT World Conmaimications, Inc., 
Mr. George Knapp; and the chairman of the board of Western Union 
International, Inc., Mr. Edward Gallagher. 

May we first hear from Mr. Hilbum, president of Western Union 
Telegraph Co. 

STATEMENTS OF EABL D. HILBTJBN, PBESIDENT, WESTEBN UHIOH 
TELEGRAPH CO., UPPER SADDLE RIVER, N.J.; EUGENE P. MUR- 
PHY, PRESIDENT, RCA GLOBAL COMMUNICATIONS, NEW YORK, 
N.Y.; GEORGE KNAPP, PRESIDENT, ITT WORLD COMMUNICA- 
TIONS, INC., NEW YORK, N. Y. ; AND EDWARD GALLAGHER, CHAIR- 
MAN OP THE BOARD, WESTERN UNION INTERNATIONAL, INC., 
NEW YORK, N.Y. 

Mr. HiLBURN. Thank you, Mr. Chairman. My name is Earl D. 
Hilbum. I am president of the Westem Union Telegraph Co. and 
have held this position since 1970. I have also held the position of 
chairman of the board of Westem Union of Hawaii, another whooly 
owned subsidiary of Westem Union Corp., since Westem Union of 
Hawaii began operation as an intrastate carrier in 1972. 
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I am very glad to have the opportunity of appearing before you 
today and discussing our position with respect to section 222 of the 
Communications Act of 1934. 

I testified on this matter before the Subconunittee on Conmiuni- 
cations of the Conmiittee on Interstate and Foreign Conmierce of 
the House of Representatives on March 15 of this year, and I assume 
that transcript is available to this subcommittee. In addition, Mr. 
Rexford L. Mint, vice chairman of Western Union of Hawaii, appeared 
before this committee in special hearings that were held on S. 1162 
on April 15. 1977, in Honolulu. 

Today's hearings are on S. 1866 which would have the effect of 
making the 50th State a domestic point as far as the Communications 
Act is concerned. Under the ciurent situation, the citizens of Hawaii 
are grossly discriminated against with respect to their cost of com- 
mumcations to the mainland. As introduced, this new bill would 
integrate the rates for these services with the rest of the domestic 
rate structure, and for this reason we support it. 

However, there are a number of important points that I hope 
the committee will weigh carefully before consiaering S. 1866 as a 
substitute for S. 1162. 

(1) If the new bill, as introduced, is enacted into law, the section 
214 certificates presently held by the international record carriers 
would no longer permit them to serve Hawaii, even if the FCC were 
to make Honolulu another gateway city. The IRC's have never 
been authorized to carry domestic traffic — that is, traffic originating 
and terminating in the United States. Thus, imder S. 1866, there 
would be fewer carriers in competition between Hawaii and the 
mainland than there are now or could be under S. 1162. 

(2) Since the present high rates charged by the international record 
carriers would continue without competition for points beyond Hawaii, 
S. 1866 would not enable Hawaii to become the true ''gateway to the 
Pacific" as far as international record service is concerned. 

(3) S. 1866 does nothing to improve the situation for U.S. citizens in 
Puerto Rico, the Virgin Islands, Guam, et cetera, since S. 1866 leaves 
section 222 in effect. 

(4) S. 1866 does not put all the carriers on an equal footing as did 
S. 1162. In all probability, the international record carriers will con- 
tinue to make substantial inroads on Western Union's domestic 
markets by accelerated activities in the private wire services as well as 
through continued pressure on the FCC for increases in numbers of 
gateways and full interconnection of their Telex networks with the 
domestic Telex and TWX networks. It is also likely that the FCC will 
continue to authorize new common carriers such as Gaphnet and Tele- 
net to take their services overseas, while the Western Union Telegraph 
Co. continues to be blocked by section 222. 

(5) Lastly, and perhaps most importantly, S. 1866 won't bring about 
the greater variety of new overseas services and lower rates that would 
have been a consequence of S. 1162. These benefits will continue to be 
denied the users of communications to all foreign, overseas points from 
Hawaii and everywhere else in the United States. 

I hope that the committee will carefully consider these points as 
well as the fact that the FCC has completely and unqualifiedly sup- 
ported the elimination of section 222. 
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Thus, although we recognize that S. 1866, as introduced, is an im- 
provement over the present situation, we strongly urge that the com- 
mittee address the fundamental problem and, to this end, give 
favorable action to S. 1162 rather than the new bill. 

The possible amendment of S. 1866 to grandfather the international 
record carrier services between Hawaii and the mainland — ^which have 
been mentioned for the first time this morning — would be a prece- 
dent-setting move, as the Communications Act never contemplated the 
international record carriers would render domestic services. If you so 
amend S. 1866 to provide for this further incursion into the domestic 
market by the international record carriers, the Western Union Tele- 
graph Co. will have no alternative but to vigorously oppose the 
amended bill. 

Mr. Chairman, this concludes my introductory remarks. 

We would be glad to furnish your staff with more detailed, support- 
ing information on any thing relating to the operations of the Western 
Union Telegraph Co. or Western Union of Hawaii. 

However, of course, while I am here today, I will be glad to answer 
any questions that you have or that I may receive from other members 
of the panel. Thank you. 

Senator Inouye. We would like to hear from all of the panel mem- 
bers and then proceed to questions. 

May I now call upon Mr. Eugene Murphy, the president of RCA 
Global. 

Mr. Murphy. Thank you. 

Good morning. My name is Eugene F. Murphy. I am president of 
RCA Global Conununications, Inc. (RCA Globcom). I am pleased 
to have been invited to appear before you. 

As set forth in testimony submittea to the subcommittee on July 
13, RCA Globcom is a conmion carrier which has been providing 
telecommunications services for over 50 years. We have pioneered 
manjy of the iimovations that our industry offers today. 

We have 2,500 emplovees and utilize submarine cable and satellite 
facilities to provide a full range of record telecommunications serv- 
ices between the United States and the rest of the world. 

I would like to address the bill introduced by Senator Inouye to 
treat Hawaii as a domestic rather than an international point for the 
purposes of section 222 of the Communications Act of 1934. 

Hawaii is the only State treated an an international point for the 
purposes of section 222. We recognize Hawaii's concern tnat it should 
be accorded the same rights under section 222 as the other States 
of the Union. We, therefore, are pleased to be able to support the 
general approach taken by this bill which would allow Hawaii to be 
treated as a domestic point. We believe this represents a reasonable 
solution to a diflBcult and complex issue. 

As the bin is presently drafted, however, it is unclear imder what 
circumstances or even whether the international record carriers would 
continue to provide record communications services between Hawaii 
and the mainland. 

However, we believe it should be made clear that Hawaii may 
continue to be served by the international record carriers. This can l>e 
accomplished by a rather simple addition to section 222 providing 
that the international telegraph carriers may continue to serve the 
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State of Hawaii notwithstanding any other provision of that section 
to the contrary. We are prepared to work with your staff in this 
re^d. 

KCA Globcom through predecessor companies has provided 
record communications services to Hawaii since 1914 when it intro- 
duced direct radiotelegraph sei-vice. During the intervening years 
there have been many and far-reaching changes in record telecom- 
munications. RCA Globcom has contributed to bringing the benefits 
of these changes, as reflected in new services, facilities, and enhance- 
ments, to Hawaii at the same time they were being made available 
on the mainland. We have been an industry leader in this regard. 

For example, we were the first carrier to introduce leased channel 
service as well as telex service to the State. We have sought to take 
every advanti^e of technolog^r and today, by means of the most 
advanced sateSite and coaxial submarine cables, provide Hawaii 
with a full range of record communications services. 

We believe it is in Hawaii's o\mi best interest to have the inter- 
national record carriers continue to provide service to the State. 
Our highly competitive industry has a demonstrated history of 
providing new services and enhancements, and of applying new 
technologies to meet emerging customer needs. 

Examples of recent service enhancements for Hawaii include the 
provision of direct distance dialing for Telex even before such service 
was available on the international telephone service network, and other 
service enhancements such as Unicode (single digit dialing), camp-on 
(automatic retry), and Telextra (automatic store and ^rward), as 
well as various t^es of customized billing procedures. I might add 
that the international record carriers have generally been the first to 
offer such enhancements. 

RCA Globcom has made substantial investments in both plant and 
facilities in order to provide high-quality record communications to 
Hawaii. These investments were made in reliance on FCC authoriza- 
tion and existing law, and are over $10 million. If the international 
record carriers are not able to continue to use such facilities to serve 
Hawaii, then the subcommittee should properly consider what steps it 
mi^ht take whereby the carriers would oe made whole in the event of 
sudi a change in law and policy. 

In conclusion, we support S. 1866, clarified as I have indicated, so 
that Hawaii can be treated as a domestic point for purposes of section 
222 while continuing to receive the benefit of the service offerings of 
the international record carriers. Thank you. 

Senator Inouyb. Thank you very much, sir. 

Our next witness is Mr. George Knapp, president of ITT World 
Communications. Inc. 

Mr. Knapp. Tnank you. 

Mr. Chairman, we appreciate this opportunity to participate in the 
hearings of this subconmiittee on S. 1866, which would amend section 
222 by redefining "continental United States" to include the State of 
Hawaii. 

I am George F. Knapp, an ITT vice president and group executive 
of ITT's conmiunications operations group. The principal unit within 
that spup is ITT World Communications, Inc., commonly known as 
ITT Worldcom. I also serve as president of ITT Worldcom. 
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ITT Worldcom is one of six international record carrier companies 
in the United States. These competitive record carriers provide over- 
seas message telegram, Telex, private line record, alternate voice/data 
and various new data services. Certain of the IRC's also provide press- 
cast, marine telegraph and Telex, and television transmission services. 
Most of these services are provided by the IRC's in partnership with 
various foreign telecommunications administrations and recognized 
private operations agencies in other countries. 

At the outset, I would like to oflFer a few comments cmi the develop- 
ment and structure of the U.S. record carrier industry. 

Although the early history of this industry was characterized by 
competition, in domestic as well as international services, the major 
domestic record carriers sought, and in 1943 obtained, statutory au- 
thority to merge. Thus, when Confess passed section 222, it approved 
the creation of a single carrier — ^Western Union Tel^raph Co. — ^for 
the provision of most domestic record service. 

At that time. Congress decided not to give statutory approval to 
either permissive or mandatory merger of the international record 
carriers; that is, the IRC's. Therefore, it was necessary to include in 
the legislation covering permissive merger of the domestic carriers, 
certain restrictions on the use of the resulting domestic monopoly. 

Among other restrictions, Western Union Telegraph Co., the domes- 
tic monopoly, may not provide international services; and it must 
distribute "unrouted" overseas telegraph messages according to a 
formula approved by the FCC. 

On the other hand, the IRC's serve the public directlv only at FCC 
designated gatewajrs; and, by reason of FCC poKcies, the IRC's have 
been severely restricted with respect to extensions of their competi- 
tive international services into the domestic arena. 

Several years ago. Western Union, with FCC approval, solidifie d its 
domestic monopoly on basic record services by acquiring the TWX 
network from the feell System. More recently, noweyer, the FCC, de- 
siring to speed innovation and encourage specialized services, au- 
thorized a few specialized and "value added" carriers to provide 
domestic private line and data transmission services. While these 
new oflferings are still in their early stages of development, they do 
represent the introduction of competition into the domestic field, 
albeit limite d to services other than the basic tel^raph message, 
Telex, and TWX services. 

In the meantime, IRC's have continued to provide all of their 
services on a competitive basis. And, in order to reach their customers 
in the so-called mnterland, they have had to accept interconnection 
arrangements which were essentially dictated by Western Union. 

At this point, I do not beUeve it necessary to restate that portion 
of my testimony before this subcommittee on July 13, 1977, which 
relates to the structure of the industry itself. Nevertheless, I feel 
obliged to remind you that we have been strong proponents of fair 
competition in teleconmiunications whenever such competition is 
feasible. Insofar as the international record carrier industry is con- 
cerned, we maintain that competition has fostered improvement of 
services, frequent rate reductions, and absorptions of cost increases. 

The history of IRC services and rates stands in sharp contrast to 
Western Union's record of ever-increasing rates. 
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We note, for example, that since 1967 customers of Western Union 
Telegraph Co. domestic Telex service have been exposed to at least 
nine rate increases. 

In spite of this background, it now appears that Western Union, 
armed with its monopK)ly of basic domestic record services and its 
offerings of other domestic services, would like to extend this mo- 
nopoly to the international arena, thereby ousting the competitive 
IRC's. 

Mr. Chairman, we believe that removal of the current restrictions 
on Western Union's participation in international services would lead 
to the elimination of competition in the international record com- 
munications industry. 

If section 222 of the Communications Act were eliminated in its 
entirety, the way would be opened for Western Union to provide 
international services, and for the IRC's to provide domestic serv- 
ices. Western Union's overwhelming domination of the domestic 
Telex/TWX market, evidenced by approximately 120,000 teleprinters 
and a nationwide network, would be pitted against as many as six 
competing IRC's, which together operate approximately 15,000 tele- 
printers in only five gateway cities. 

Many observers recognize the great advantage that Western Union 
would enjoy in the competition for access to U.S. users of basic record 
services. Unfortunately, few seem to understand that in a relatively 
short time the determination as to whether the future U.S. record 
industry is competitive or monopolistic could be made by foreign 
carriers. Foreign administrations, noting that Western Union serves 
many times the number of U.S. users reached by any particular IRC, 
could well decide to work primarily with Western Union rather than 
distribute traffic originateci in their countries among several IRC's. 

In such circumstances, the IRC's would likely become the early 
victims, rather than competitors, of Western Union. Competition 
would disappear, as would many of the benefits to the public derived 
from it diuing the last 34 years. In other words, the end effect will 
unavoidably be the total monopolization of all record services, both 
international and domestic; a situation which is certainly not in the 
public interest. 

While the FCC supports the proposal to eliminate section 222, it 
fails to address the economic or structural issues posed by such a 
change. Instead, FCC Chairman Wiley explains his position partly 
in terms of administrative convenience. He notes that the FCC would 
be relieved of its responsibility to make determinations regarding 
additional gateways for the IRC's. And, notwithstanding a recent 
FCC resolution of problems related to the imposition of a formula 
for the distribution of "unrouted" international telegraph messages — 
12 years after ITT Worldcom sought modification of the old for- 
mula — it is alleged that this burden would also be removed. 

We believe that the administrative convenience of the FCC is not 
a sufficient justification for legislative action that threatens the exist- 
ence of an industry which has served and is serving the public interest 
well and at reasonable rates. 

For these reasons, Mr. Chairman, ITT Worldcom is unalterably 
opposed to the elimination of section 222 in its entirety-. 

in rdTerence to S. 1866, which would amend section 222 by re- 
defoing "continental United States" to include the State of Hawaii, 
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we ffincereiy believe that a move in this direction represents mainly 
the desire to accord equal benefits to all States, regardless of differing 
technical requirements or geographical separations. 

It is our understanding tmtt the primary impetus for amending 
section 222 comes from those who believe that the designation of 
Hawaii as an international point, and of Canada, Mexico, Newfound- 
land, and St. Pierre Miquelon as domestic points, has resulted in 
discriminatory and /or unfair treatment of American users in Hawaii. 

If Congress agrees with this position, then we believe that at least 
reason and fairness require that section 222 be preserved, but amended 
in the following manner: 

First, at the same time that Hawaii is designated a domestic 
operating point, Canada, Mexico, Newfoundland, and St. Pierre 
Miquelon should be designated as international i>oints. Of course, 
we assume that Honolulu will continue to serve as an international 

Gateway for the IRC's. Except for these changes, the present 
istinction between domestic and international service should be 
maintained. 

Second, Congress should eliminate the ciurent restrictions on gate- 
ways for international services so that the IRC's could provide full 
and direct services to their subscribers. 

In summary, we believe the foregoing recommendations provide 
an equitable basis for achieving objectives which appropriately serve 
the current interests of Hawaii. 

Since our comments toda^ have been general, we look forward to 
receiving detailed inquiries from this Subconmiittee and its staff. And 
we would appreciate a reasonable opportunity to comment on the 
testimony and submissions of other interested parties. 

Please be assured, Mr. Chairman, that ITT Worldcom stands ready 
and willing to cooperate with you. Thank you. 

Senator Inouyb. Thank you. 

Our final witness is the chairman of the board of Western Union 
International, Inc., Mr. Edward Gallagher. 

Mr. Gallagher. Good morning, Senator and ladies and gentlemen. 
I thank you for the opportunity to be here today. I have a smnmajy 
statement which I shall like to read. That summary statement basic- 
ally starts by stating that Hawaii, our 50th State, should have the 
full right to statehood. 

Accordingly, Hawaii should be placed on an equal statutory footing 
as the other 49 States for telecommunications purposes. 

In my opinion, this amendment would avoid the disruptions which 
total repeal of section 222 would have caused. Nor would this amend- 
ment cause the unwarranted punitive action against the international 
record carriers, including Western Union International, which would 
have followed from total repeal. 

Additionally, this amendment, as contrasted with total repeal of 
section 222, wouUl not constitute special interest le^slation for one 
firm, the Western Union Telegraph Co., but would mstead grant to 
the State of Hawaii an equality with the other States. 

Hawaii should be placed on the same statutory footing as the other 
States without any special interest legislation for one carrier. 

Hawaii, our 50th State, should have the full rights of statehood. 
Accordingly, Hawaii sliould be placed on an equal statutory footing 
for telecommunications purposes with its 49 sister States. 
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I commend Senator Inouye for moving in this direction with his 
current bill, and at the same time avoiding any special interest legis- 
lation for Western Union Telegraph Co. 

If I may digress for a moment, this morning when I heard Senator 
Matsunaga say so many people traveling and returning to and from 
the Far East m Hawaii, are landing and saying, "Thank God, I'm 
home/' how right he was. Because that happened in my particular 
case, Senator, with my wife, shortly after statehood. 

And it brought to mind that fact that in 1959, at the time of state- 
hood, I had the pleasure to come before the FCC and argue that 
Hawaii should be afforded all telecommunications services like any 
other sister State. 

And it was denied in 1959, I960, and I fought the case at that time 
for the State of Hawaii. I should like you to ask, after I give my pre- 
pared statement, some of the reasons why the Conmiission took the 
position at that time, and perhaps alert you to some things that you 
should be aware of for the future. 

I will proceed. Senator. 

The interests of the State of Hawaii are manifestly uppermost in the 
legislative thrust of S. 1866. The advocates of total repeal were 
functioning, unintentionally or otherwise, as the stalking horse for 
WutelCo to gain unfair access to the whole global market. 

Prior to Hawaiian statehood, the FCC conducted a proceeding to 
determine if the historical classification of Hawaii as an international 
service point should be altered with the advent of statehood. 

Western Union Telegraph Co. did not justify any statutory changes 
warranting its eligibility to serve Hawaii. Accordingly in 1960, section 
222(a) (10) was amended to include the words, '^excepjt Hawaii," to 
maintain the historical service classification of Hawaii as an inter- 
national point, even after statehood. 

At the time Hawaii was achieving statehood and during the years 
unmediately thereafter. Western Union Telegraph Co. showed little 
concern before Congress for serving Hawaii. Western Union Telegraph 
Co. was preoccupied during the early 1960's with its legislative 
campaign to repeal its divesture obligation under section 222. 

Having attamed the monopoly benefits and antitrust immunity 
conferred upon it by section 222, Western Union Telegraph Co. was 
anxious to relieve itself of its concomitant obligations to get out of the 
international sector. 

Divestiture repeal le^slation was introduced, at Western Union 
Tel^raph Co.'s behest, m 1962 and again in 1963. However, Congress 
rightfully refused to relieve Western Union Telegraph Co. of its obliga- 
tion to get out and to stay out of the international market. 

Congress did not repeal section 222. With jjressure from the FCC to 
enforce section 222, Western Union Telegraph Co.'s divestiture of its 
international operations to Western Union International was finally 
achieved in 1963, after 20 years of footdragging. 

Western Union Telegraph Co. has engendered 5 years of FCC delay 
on WUI's 1972 Electropost electronic mail service applications. For 5 
years, Western Union Telegraph Co. has opposed our applications to 
provide our own noninterconnected service between our mainland gate- 
way cities and Hawaii, and has also refused our requests for inter- 
connection with WUTelCo in the hinterland of the continental United 
States. 
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Again to digress, Senator, in 1972 when Western Union filed its 
mailgram application for Hawaii and that application got entwined 
with our electropost applications to serve the world with our partners 
overseas, the FCC had a responsibility in 1972 to come to Congress to 
seek apaendment of section 222 to permit Western Union to serve 
Hawaii. 

But that wasn't done in 1972. The bigger ball game was servicing 
the world, not Hawaii. 

WUI's proposed Hawaii/Mainland Electropost rates remain below 
those offered by the unnatural consortium of carriers — ^including 
Western Union Telegraph Co. and the international record carriers— 
who were authorized to commence electronic mail service by the FCC 
in 1976, following efforts by the Hawaiian congressional delegation 
and other State officials. 

WUI's endeavors to provide overseas electronic mail service were 
also frustrated by FCC inaction and Western Union Telegraph Co. 
dilatory tactics, not only to Hawaii, but significantly also to foreign 
countries. 

We have suggested a rate lower than the present mailgram rate to 
Hawaii, but it was disapproved. I want to bring that to the attention 
of the Senator from Hawaii, and the people of Hawaii. 

If there were any justification for delay with respect to WUI's 
Electropost application for Hawaii because of Western Union Tele- 
graph Co.'s alleged mutually exclusive mailgram application, there 
has been no justification for 5 years of delay with respect to Western 
Union Intemationars endeavors to provide Electropost service to 
overseas foreign points. WUI has been delayed for 6 years in its efforts 
to provide tfis service to Argentina, Brazil, Indonesia, Italy, and 
Venezuela. And at the same time, Hawaii's service was delayed, and 
is not available at the lower WUI rates. 

I will just skip along. Senator. You have this summary statement 
before you. 

The scenario for Western Union Telegraph Co. to slip back into 
the global international market under the cover of mail^am to Hawaii 
was almost perfect. The only flaw was that the scenano was contrary 
to section 222. 

On October 20, 1976, the Court of Appeals, Second Circuit, reversed 
the FCC's attempt to evade section 222 by seeking to thrust Western 
Union Telegraph Co. back into the international sector, using mail* 
gram to Hawaii as the cloak. 

The court reaffirmed its ruling on April 22, 1977, by denying peti- 
tions for rehearing by Western Union Telegraph Co. and the FCC. 

History has, indeed, taught that Western Union aspires to the 
overseas foreign market, and is willing to use Hawaii, time and time 
again, to achieve its global goal. Total repeal of section 222, imder 
the guise of helping Hawaii, would have been special interest legisla- 
tion for Western Union, with no countervailing public benefits. 

On the other hand, S. 1866 is in the interest of the State of Hawaii 
because its amendment of section 222 will place the State on the same 
footing as the other 49 States. 

WUI and other carriers have multimillion-dollar investments in 
Hawaii in submarine cables, satellite Earth stations, central office 
equipment, and terminal equipment on customers' premises. 
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Your hearing.^, Mr. Chairman, provide an excellent forum to review certain regula- 
tory problems confronting our industry, with particular emphasis on the structure 
of the industry and on Section 222 of the Communications Act of 1934, as amended. 

My testimony will explain why: 

Total repeal of Section 222 would be disastrous to the international telecom- 
munications industry and to the members of the public that it serves. 

As backgroimd to the Section 222 issue now before the Subcommittee, I shall 
outline the industry history and structure. 

II. INDUSTRY BACKGROUND 

A. Establishment of WUI j 
Pursuant to an Act of Congress and an implementing Order of the FCC, WUI i 

commenced operations as an independent telegraph carrier, on September 30, 
1963. Prior to 1943, there were two telegraph companies — The Western Union 
Telegraph Company (WUTelCo) and Postal Telegraph Company — engaged in 
domestic telegraph operations. WUTelCo sought to acquire Postal, but legislation 
was necessary because a domestic telegraph monopoly would resiilt. 

After lengthy hearings, Congress enacted Section 222 of the Communications 
Act in 1943 permitting WUTelCo to acquire a monopoly position in the domestic 
telegraph field, provided that WUTelCo moved out and stayed out of the inter- 
national market through divestiture of its international operations. These mo- 
nopoly benefits, which later afforded WUTelCo the further opportunity of ex- 
panding that monopoly by acquisition of the TWX system, were the quid pro quo \ 
for WUTelCo's staying out of the international market. 

Merger was permissive; divestiture was mandatory, — The merger was consum- 
mated almost immediately following the permissive legislation, Section 2^. 
However, the FCC dockets are replete with evidence of 20 years of delay by 
the domestic telegraph company until the divestment of its intematinal operations 
to WUI in 1963. During the 20 years that the monopoly domestic telegraph com- 
pany also conducted international operations, the other international record 
carriers were constantly before the FCC with complaints of WUTelCo's favorit- 
ism of its own international arm by the domestic telegraph company. The FCC 
found serious abuses by WUTelCo to the competitive detriment of the other 
international carriers, which caused the FCC to press WUTelCo to divest. 

As part of the divestiture in 1963, the domestic telegraph company covenanted 
not to compete with WUI in international telegraph operations for 25 years. 
This covenant and the international franchise were essential assets acquired by 
the new WUI. All of the divestment agreements were reviewed bv the FCC 
during lengthy hearings, and were either approved, modified, or disallowed. The 
covenant-not-to-compete was approved by the FCC, and substantially relied 
upon thereafter by the investors in WUI securities, our stockholders and lenders. 

Thus, there are two bars against international reentry by the domestic tele- 
graph company — statutory and contractual. Nevertheless, WUTelCo now wants 
the international market contrary to its statutory and contractual covenants. 

B. Accomplishments of WUI 

During the last 14 years, WUI has done its best in service innovations and rate 
reductions. WUI's accomplishments are illustrated as follows: 

1966 — first electronic computerized telex switching center in the world. WUI 
provided customer direct-distance-overseas-dialing for telex calls years ahead 
of the same service for overseas telephone calls. 

1967 — comprehensive composite cable/satellite reduced rate schedule placed 
into effect for private line services throughout the Pacific Basin area. Rate re- 
ductions ranging up to 40% were implemented by WUI heralding the introduc- 
tion of commercial satellite service in the Pacific area. To maintain area rate 
symmetry, WUI reduced rates to points not then served by satellite, e.g., Guam. 
WUI's rate reduction proposal in September 1966 enabled FCC oflBcials, testifying 
before a unit of the House Committee on Government Operations, to announce 
rate reductions upon the commencement of the commercial satellite era in the 
Pacific. 

1967 — first ten Department of Defense alternate voice/data private line cir- 
cuits via commercial satellite in the Pacific area implemented by WUI between 
U.S. and Hawaii. 

1967-72 — WUI transmitted via its transportable satellite earth station, on 
board U.S. Navy vessels, live television coverage of splash down/recovery missions 
for Apollo 7 and twelve subsequent earth orbital and lunar manned space missions. 
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1966-75 — WUI was the buffer for its customers by absorbing $14.5 million 
d rate inereasee by the domestic telegraph company for interconnected inters 
national telex service and $5 million for interconnected telegram service. 

1972 — WUI extended the benefits of direct gateway service to Hilo, Hawaii, 
thereby reducing rates to the outer islands down to the Oahu level. 

1972 — WUI provided the transportable satellite earth station for the live tele- 
vision transmission to the world via satellite of the President's historic visit to the 
People's Republic of China. 

1965-76 — WUI passed on to the U.S. Government alone over $20 million of 
rate reductions for private line service via both submarine cables and communica- 
tions satellites. A large portion of these reductions to Government and commer- 
cial users were in anticipation of satellite rate reductions by Consat that never 
materialised. 

1973-76 — WUI introduced most advanced version of customer abbreviated 
direct distance dialing via single digit for overseas telex calls (Instacode) and for 
overseas telen>ams (Instacable). 

1976-77 — ^WUI proposed and has been implementing a three-step U.S. Main- 
land/Hawaii rate reduction ranging up to about 30% for telex service, 25% for 
telegrams, and 16% for personal opinion messages from citizens of Hawaii to Fed- 
eral oflScials in Washington. 

1977 — WUI introduced first international database service enabling overseas 
customers to access and obtain information from the leading databases in the 
United States, including those of National Library of Medicine, Lockheed Re- 
search Laboratoiy, and Systems Development Corporation. 

1977 — WUI wfll provide to the Department of Defense the first overseas wide- 
band higfi speed 1.544 megabits per second private line service for secure defense 
communications via specially constructed satellite stations on military bases in 
Hawaii and California. 

1964-77 — during the last 14 years WUI has plowed back $125 million into the 
buaineas, and it declared no dividends until 1972. 

We do not claim any monopoly in designing benefits for the public. Our com- 
petitors have also done their share. 

The point to be made, however, is that the international record carrier industry 
has been performing with excellence and at ever decreasing rates to the consumers. 
Nevertheless, the current FCC regulatory climate — as we perceive it — ^manifests a 
lack of understanding or a disregard of our industry, its history, its accomplish- 
ments, its problems and its aspirations, and even a lack of understanding or dis- 
regard of the FCC's own prior decisions concerning our industry. Not only has the 
FCC recently been issuing decision after decision adverse to our industry* but we 
have been consistently denied the opportunity to present our views directly to the 
Commissioners either formally through oral presentations or informally through 
seminars or round table discussions, as is happening here today before Congress. 

We thank you, Mr. Chairman, for giving us the opportunity denied to us by the 
FCC. 

In my opinion, the FCC has impro\idently proposed the total repeal of Section 
222. 

C. Asptraliona Of WUI 

WUI aspires to continue to provide excellent service at the lowest reasonable 
ratCB. We are prepared to invest many more millions of dollars in the most ad- 
vanced transmission facilities — cable, satellite, or whatever future technology 
develope — and in central office computerized switching equipment. In cooperation 
with telecommunications entities abroad, our foreign correspondents, we are willing 
to continue to improve existing services and to develop new ones. However, we do 
need a receptive regulatory environment in Washington, and particularly at the 
FCC. 

We desire an opportunity to provide new and improved services in a fair, 
competitive market, and to interconnect with the U.S. monopoly, domestic 
carriers on an equitable and non-discriminatory basis. This interconnection is 
necessary so that we can serve our customers in both our limited five direct- 
service gateway cities and in the vast hinterland accessible only through the 
domestic carriers 

As explained later in my testimony, WUTelCo has misused its monopoly power, 
with FCC passivity, by refusing to interconnect with WUI for the provision of 
overseas electronic mail service. This refusal and acquiescence were for the obvious 
purpose of enabling WUTelCo to reenter the international market. However, 
the Federal Court reversed the FCC/WUTelCo international reentry gambit, 
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and reaflBrmed this reversal when petitioned for reconsideration. Now both the 
FCC and WUTelCo advocate the repeal of Section 222, and cite in support of 
such repeal the very absence of overseas electronic mail service which they 
engendered. The inequities underlying this position are obvious. 

III. INDUSTRY STRUCTUBE 

A, Present Structure Of International Industry 

The international telecommunications industry operating out of the U.S. 
mainland is currently composed of: 

(1) One monopoly telephone carrier — American Telephone & Telegraph Co. 

(2) A highly competitive international record carrier industry involving: 

(a) Three worldwide competitive international record carriers-r-WUI, ITT 
World Commimications Inc., and RCA Global Communications, Inc. 

(6) Three regional international record carriers — ^French Telegraph Co., TRT 
Telecommimications Corporation, and U.S.-Liberia Radio Co. £ach of these 
three regional carriers is in competition with the three worldwide carriers listed 
in (a) above, and to some extent among themselves. The FCC has taken favorable 
action on TRT's recent applications to expand from a Latin American regional 
carrier to a transatlantic carrier for Europe and the Middle East, and on French's 
recent applications to serve much of Europe in addition to its primary market 
in France. 

(3) One monopoly satellite carrier — Communications Satellite Corporation 
("Comsat") — ^which supplies satellite circuits to the aforementioned carriers on 
a wholesale basis. 

It is estimated that AT&T's annual international telephone revenues are $600 
million; that the total annual international record carriers' revenues are $350 
million; and that Comsat's annual revenues are $150 million. 

There are at least four other aspirants for a share of the $350 million competitive 
record industry revenues, in addition to the two expansion-oriented regional 
record carriers— TRT and French. These four are: WUTelCo, AT&T, Comsat 
and two new so-called "value-added" carriers — Graphnet Systems, Inc. and 
Telenet Commimications Corporation.' 

Those carriers who seek entry into the international record market could be 
expected to "cream-skim" in the most profitable sectors, and leave the handling 
of the less profitable — ^but publicly essential services — ^to the existing record 
carriers who provide worldwide services even to low volume traffic coimtries. 

It is difficult to predict how far the FCC will go in its apparent zeal to carve up 
the $350 million record market among a proliferation of new entrance. 

B. Present Structure of Domestic Telegraph Industry 

WUTelCo has annual revenues estimated at $524 million, or about 50 percent 
more than the total revenues of all of the international record carrier^ combined. 
WUTelCo enjoys a telegraph monopoly over domestic TWX/telex and telegram 
services, both acquired with antitrust immunity by virtue of Section 222. 

As the monopoly connecting domestic telegraph carrier, WUTelCo enjoys great 
financial benefits from all of the international record carriers' sales activities 
within the U.S. and their market penetration efforts abroad. According to WUTel- 
Co, our international industry accounts for 50 percent of all of its telegraph mes- 
sages, 40 percent of all of its telex usage revenues, and 25 percent of all of its 
TWA usage revenues. 

Although competing fiercely among themselves, the six international record 
■carriers are all, in efifect, working also on behalf of WUTelCo which controls their 
Access to the entire hinterland (all but the five gateway cities) of the U.S. Thus, 
WUTelCo enjoys a great source of profitable business from the international 
carriers — ^with no marketing expenses, no collection or bad debt problems and no 
<;ustomer relations activities. 

IV. REPEAL OF SECTION 222 WOULD BE CONTRARY TO THE PUBLIC INTEREST 

The campaign for total repeal of Section 222 surfaced on March 23, 1977, when 
it was proposed by the FCC before the House Subcommittee on Communications. 



^ The coDtinuing attemptes by AT&T and Comsat, monopolists in their own respective 
international sectors, to enter our already keenly competitlye market, while serious 
indeed, are not within the scope of this hearinj^ session and, accordingly, will not be 
described in this testimony. ThtBe circumstances were described in my testimony of 
March 15, 1977, before the House Snbcommittte on Communications. 
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A. FCC not adequately prepared to present thie radical legislative proposal 

TraditioiiaUy, the FCC iwues a notice of inquiry and reoeives evidence, legal 
briflCBi and policy rooommendations from the public and the industry in order to 
prepare itself to formulate legislative proposals and to explain them to Congress. 
Despite our many pleas, the FCC has not done so with respect to Section 222. 
The FCC's lack of preparation and understanding has been documented by WUI 
in a series of letters between May 23 and June 30, 1977. Copies of these letters 
are included in Appendix A to my testimony, and your attention is respectfully 
r. invited to them. 

They demonstrate that: 
C^ Section 222 is not anticompetitive and does not divide the industry into two 

mutually exclusive domestic and international spheres. 
j^ Section 222 has continuing vitaUty and is not antiquated. 

Section 222 contains an equitable and continuing bar to WUTelCo's reentry 
X^ into the international sector, as the price paid by that company for the acquisition 
j^ of a domestic monopoly over telegraph service. 

Section 222 does not impose any imdue burdens upon the FCC regarding the 
international telegram distribution formula, the gateway cities for the inter- 
national record carriers and the financial arrangements between WUTelCo and 
the international carriers. 

Section 222 is now being interpreted by the FCC in a manner contradictory 
to its priorprecedent. 

The FCC has deprived the public of needed international services apparently 
as an excuse to advocate the total repeal of Section 222. 

1. Section 2£2 is not anticompetilivef and does not divide the industry into ttoo 
,^^^ mutwiUy exdiAsive domestic and international spheres, 
^^ There is no dearth of competition in the international record market in which 

Section 222 applies. There are three major international carriers serving the g^bal 
market. There are three smaller re|^onal IRCs, of which two have enjoyed rapidly 
expanding markets under easy FCC entry policies. Additionally, two carriers 
have been authorised to enter the transatlantic record market, notwithstanding 
that neither has any international operating agreements. 

AJbo, Section 222 does not apply to overseas telephony. Therefore, Section 222 
cannot be blamed for the level of message telephone rates between Hawaii and the 
U.S. Mainland, as witnesses apparently did in their testimony before this Sul> 
conunittee during its hearing on April 15, 1977, in Honolulu. 

Internationally, there is keen competition among the record carriers for public 
telegram and telex business. Domedtically, there is no such competition. I will 
^ demonstrate later in my testimony that prices have been trending downward and 
service quality upward in the international sector; whereas the opposite has oc- 
curred domestically. 

nt Section 222 creates no ''international/domestic dichotomy'' nor any mutually 

d, exclusive "spherefi.** contrary to the popular misconception being publicized 
recently by the FCC, which should know better at least from its prior decisions. 
International merger has been proposed in Congress on at least two occasions — 
It in 1943 before the 77th Congress, 2d Session (S. 2445), and in 1958 before the 86th 
PS I Congress, 2d Session (S. 4241). Either bill would have excluded the international 
1- I record carriers from the domestic telegraph market. However, neither bill was 
i- I enacted. Therefore, and consistent with the plain meaning of Section 222, the 
international carriers are not excluded by law from the domestic market. 
Moreover, the FCC has always authorized the international carriers to carry 
i transiting traffic across the contiguous U.S. (e.g., traffic from Europe to Asia 

r transiting the U.S.), notwithstanding that Section 222(a)(5) and (6) defines such 

traffic as domestic. 

The FCC has also authorized carrier affiliates of ITT World Communications 
Inc. and RCA Global Communications, Inc. to enter the specialized, resale, and 
satellite domestic markets. 

2. S ection 22B has continuing vitality and is not antiquated. 
WUTelCo can pursue further domestic acquis^itions and mergers, under the 

umbrella of antitrust immunity as conferred by FCC approvals under Section 
222(b)(1) (2) and (c)(1). The last occasion that this substantial benefit was invoked 
was in 1971, when the FCC authorized WUTelCo to acquire the TWX system 
from AT&T pursuant to Section 222. 

Further benefits of this nature are available to WUTelCo under Section 222. 
For example, WUTelCo could acquire all of the existing domestic, specialized, 
value-added and resale carriers, to the extent their operations fall within the 
statutory definitions of Section 222, and receive an FCC grant of immunity from 
the antitrust laws. 
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Those who claim that Section 222 is antiquated are simply wrong. 

3. Section 222 contains an equitable and continuing bar to WUTelCo*8 reentry 
into the international sector, as the price paid by that company for the domestic mono- 
poly over telegraph service acquired in 1943 and rewforced in 1971. 

By enacting Section 222 Congress accorded WUTelCo a permissive domestic 
telegraph monopoly. In 1943 when it acquired Postal Telegraph, WUTelCo 
triggered the statutory bar to international reentry. This bar was reinforced by 
the TWN acquisition in 1971 when WUTelCo obtained additional monopoly 
benefits undet Section 222 over teleprinter exchange services. As I testified above, 
WUTelCo has the continuing benefits conferred by Section 222 to pursue further 
domestic acquisitions and mergers imder the umbrella or antitrust immimity. 

Accordingly, WUTelCo is appropriately subject under Section 222 to inter- 
national exclusion because of the enormous domestic monopoly benefits already 
conferred upon it by Congress, together with valuable future benefits aviailable 
uniquely to WUTelCo in Section 222. As I will explain below, WUTelCo is also 
approrpriately excluded because of its uncontrollable conflict of interest. 

4. Section 222 does not impose any undue burdens upon the FCC regarding the 
irUemational telegram distribution formula, the gateway cities for the inJtemational 
record carriers, and the financial arrangements between WUTelCo and the interna^ 
tional carriers. 

By testimony before the House Subcommittee on March 23, the FCC erron- 
eously gave the impression that deletion of Section 222 would engender the aboli- 
tion by the Commission of its rule containing the international telegram distribu- 
tion formula. To the contrary, in its 1976 decision, the FCC acknowledged its own 
statutory discretion to abolish this formula, and it proposed to do so in the future 
by eliminating imrouted messages and requiring the sender to designate the inter- 
national record carrier of his choice." 

The FCC was also confusing in its March 23 testimony before the House Sub- 
committee when it sought the elimination of Section 222 in order to relieve itsdf 
of the requirement to authorize additional gateway cities for the international 
record carriers.' However, the FCC also acknowledged that Section 214 requires 
prior FCC authorization of additional gateway cities. The FCC must make the 
same public interest findings regarding expanded gateways under both Sections 
214 and 222. Therefore, the gateway cities issue presents no valid support for 
repeal of Section 222. 

The FCC claimed before the House Subcommittee that its authority under 
Section 222 to prescribe divisions of charges between WUTelCo and the inter- 
national carriers for interconnected services is "superfluous" because other sections 
of the Communications Act could be used. 

This is hardly a convincing argument for such a radical legislative proposal as 
total repeal of Section 222. Moreover, total repeal would deprive the international 
carriers of their substantial rights accorded by Section 222(e)(3): (1) to **a full 
hearing" before their more advantaged Interconnecting monopoly carrier could 
increase its share of the revenue divisions; and (2) to divisions of charges which 
"will be just, reasonable, equitable, and in the public interest." 

No other provisions of the Communications Act accord these explicit protections 
to the international carriers. Their need for such essential protections from their 
monopolist connecting carrier will become even more obvious when I outline the 
history of ever-escalating charges by WUTelCo. Moreover, the recent opportu- 
nity to be heard mandates that Congress not relieve the FCC of its statutory 
duty to provide to our industry procedural due process and fair play. 

5. Section 222 is now being interpreted by the rCC in a manner contradictory to 
its prior precedent. 

As indicated above, in its testimony before the House Subcommittee, the 
FCC contradicted its prior decisions by seeking to justify its legislative proposal 
on the grounds that it would, thus, be relieved of its obligations to maintain its 
telegram distribution formula rule and to regulate new gateway cities expansion. 
However, international reentry by WUTelCo would warrant the most stringent 
formula that could possibly be devised. By arguing before the House that Sec- 
tion 222's bar against WUTelCo's international reentry is anticompetitive and 
contrary to the original Intent of Congress, this FCC contradicted the correct 
holding of a better informed FCC in 1973: 

•57 FCC 2d 190 (1976). 

* The FCC has acknowledged Its own broad discretion to authorize additional gateway 
cities unimpaired by Section 222(a)(5), M FCC 2d 532 (1975) ; 58 FCC 2d 250 (1976). 
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"The legislative intent [of Section 222] was not to protect Western Union from 
competition [by the IRCs] in the domestic commmiications market. Rather it 
was the intent of Congress to preserve the then existing competition in inter- 
national communication which might otherwise be lessened or extinguished by 
the creation of the domestic telegraph monopoly authorized by Congress.'' 43 FCC 
2d 348, 354 (1973). 

The Court of Appeals, Second District, held that both the FCC and WUTelCo 
were contradicting their prior Interpretations of Section 222 by arguing that 
WUTelCo could reenter the international record market for the purpose of pro- 
viding po8t-1943 services.* In that case, the Court reversed the FCC's attempt to 
evade Section 222 by seeking to thrust WUTelCo back into the international 
sector, using Mailgram to Hawaii as a stalking horse. 

6. i7i0 FCC has deprived the public of needed international services apparently 
as an excuse to advocate the total repeal of Section 222. 

The public has been deprived of international electronic mail service for five 
years. Despite all of W^UI's efforts, as chronicled in our letter of the FCC to 
June 30, 1977 which is included in Appendix A to this testimony, the FCC has 
imposed a freexe on international electronic mail service. The only exception was 
Hawaii. Apparently this exceptional thaw in the global freeze was due to effec- 
tive representation of the citizens of Hawaii by their Congressional delegation 
and other State officials. However, ser\ice to Hawaii is being provided by an 
unnatural consortium of earners at rates higher than WUI would charge. 

On the other hand, there is still no electronic mail service to Puerto Rico. 
U.S. Vura^ Islands, and the remainder of the overseas woi-lcl. We have proposed 
lower Eaectropost rates to the U.S. offshore locations than WUTelCo charges 
on the Mainland. 

Our Electropost rates to foreign points would be lower than existing cablegram 
rates. We have also proposed to tne FCC that we be authorized to provide our 
overseas Electropost service at our gateway cities by means of our own equipment 
installed in the U.S. Post Offices, or throughout both the gateways and the hinter- 
land by means of interconnection with WUTelCo's equipment installed in the 
U.S. Poet Offices. For five years, WUTelCo has refused interconnection and has 
also opposed our applications. 

We havfe asked the FCC in our June 30 letter: 

"How long can the Commission turn a deaf ear to the public interest? How 
long can the Commission tolerate the monopoly domestic telegraph carrier's 
frustrations of our attempts to provide interconnected international electronic 
mail service?" 

As shown in Appendix A hereto, both the FCC and WUTolCo usually do not 
even bother to re^>ond to our letters on this matter.* Perhaps we will get a response 
presently because this unfoitunate situation is now in the sunshine of this Sub- 
committee's hearings. 

Irrespective of the FCC's desire to delete Section 222 and to thrust WUTelCo 
back into the international sector, I respectfully submit, Mr. Chairman, that the 
FCC is obligated to Congress, the public, and the carriei-s to administer the Com- 
munications Act as it is presently written. In view of the continuing bar in Sec- 
tion 222 to WUTelCo's provision of overseas services, the only eligible applicants 
are WUI and the other international record carriers. 

It is erroneous, and I cannot understand how the FCC could testify before the 
House Subcommittee on March 23, that Section 222 "has had a stultifying effect" 
upon "the availability of international record services." I can only conclude that 
the public does not now have our Electropost record service to Puerto Rico, 
U.S. Virgin Islands, and the rest of the overseas world (and to Hawaii at our 
lower charges), because of the FCC's aclminiy '.ration of the Communications 
Act— not because of Section 222. 

B. Any Proposed IndiLstry Restructuring Should Be Comprehensively Reviewed: 

Repeal of Section 222 Would Be Premature 

The House Subcommittee on Communications has already conducted a series 

of hearings, and now has before it a 664-page volume of "Option Papers" prepared 

by its Staff.* That Subcommittee plans to call for comments on these options 

*Weatem Union International, Inc. v. Federal Oomtnunicationa Commiaaionj 554 F.2d 
87 (1976), rehearing denied on April 22, 1977. 

^Thexe were at least six such unanswered letters as noted in the "Chronology" attached 
to oar letter to the FCC dated June 30, 1977. 

Optioa Papers Prepared By the Staff," Committee Print 95-13, May 1977. 
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fluring Sfjptcmber 1977. No doubt, additional options will surface in these com- 
nif ntH. Congress would preiuflice its options to retain or revise the telecommuni- 
cations indiwtry structure by totally repealing Section 222 before completion of 
its Sui>commitU^;s' comprehensive reviews of this important matter. 

For example, Congress might opt for permissive international merger legisla- 
tion, which would enable the international record carriers to combine for the 
purposes of centralizing their dispersed bargaining power for more effective 
r leafing with the WUTelCo domestic monopoly or with their foreign correspondents. 
J^fgulation permitting WUTelCo's international reentry would effectively fore- 
clorio the pormisHive international merger option. Congress imfjtst also opt to 
eliminate WUTcjICo's domestic telex/TWX monopoly. The House Snbciommittee 
Staff has prcjscnte^l various other options for industry restructuring involving 
AT&T and Comsat which might be vitiated by total repeal of Section 222. 

Piecemeal revisions of the industry structure provisions of the Communications 
Act would bo counterproductive to Congress' nrst comprehensive review of oiu* 
Nation's tclecommunicatioas laws in 45 years. Total repeal of Section 222, in 
isolation from all other le^lative options, woidd leave the FCC with no Con- 
gressional policv g^uidelines in the important area of international telecommunica- 
tions, and would indeed strip from Title II of the Conmiunications Act dealing 
with common carriers the only explicit classification of the "international^ 
s<s(;tor and its services. 

Therefore, I respectfully counsel this Subcommittee not to rush to repeal 
Section 222, in its entirety, prompted by the FCCs inadequately prepared 
legislative proposal. 

v. TOTAL KKPKAL OF SECTION 222 WOULD BE DISASTROUS TO THE I5iTERNATIONAL 
TKLKCOMMUNICATION8 INDUSTRY AND TO THE MEMBERS OP THE PUBLIC 
THAT IT SERVES 

A review of 35 years of telecommunications history demonstrates that 
WUTelCo — ^the domestic telegraph monopolist — should not become eligibk, 
through legislation, to invade the international sector. I will outline only the 
highlights of this history in my testimony to avoid unduly burdening the Sub- 
committee. However, I hope that my testimony induces the Subcomnuttee to 
direct its Staff to further explore this history. My accompanying counsel, Mr. 
Conn, will bo pleased to assist your Staff in this regard. 

A, WUTelCo Is Appropriately Excluded From the International Sector hy Section 
222 Because 0} an UnconiroUable Conflict of Interest 

As the price to be paid for the benefits of the permissive domestic merger and 
antitrust immunity legislation of 1943, WUTelCo was required to divest its 
international operations and to stay out of the international sector. Congress 
had good cause to enact this mandatory barrier which was triggered by WUTelCo*8 
own voluntary acquisition of a domestic monopoly over both telegrams and 
telex/TWX service. In order to preserve international competition, WUTelCo 
was required to get out and stay out of the international market because Congress 
was informed that: 

"It is, thus, clear that the international carriers do not exaggerate when, in 
stating their views about domestic merger, they claim that the domestic monopoly 
will have the power of life or death over the unmergcd international companies." ' 

Despite its obligation under Section 222(c)(2) to ^'exercise due diligence" in 
divesting its international operations, WUTelCJo dragged its feet, eventually for 
20 years. In 1952, the FCC began an investigation of WUTelCo's failure to divest. 
The FCC found that WUTelCo had misused its monopoly over domestic tele- 
graph operations to take unfair advantage of the international carriers, as Congress 
haci feanxl it would do. After reviewing evidence demonstrating how WUTelCo 
had tliverted traffic to its own international line^ that senders had '^xpressly 
routed via the intlependent international carriers, the FCC catalogued for some 
13 pages these abuses bv WUTelCo. The FCC concluded that it must apply ad- 
ditional pressure upon WUTelCo to attain divestment because: 

". . . Western Union is in the dunl position of an international participant and 
the initial judge of any dilTereuees of opinion which may arise as to formula inter- 
nretation. Assuming the best of faith on its part in its interpretation of the formula. 
Western Union cannot be regarded as an impersonal forwarder in the present 

"noarlngs pursuant to S. 259S Before a 8abcoiumlttt*« of the House Commltteo on 
Interstate and Foreifru Commerce. 77th Cong., Sid 8i*m. 25 (1042) (remarks of FCX: 
Commissioner Durr). 
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conditions of conflicting interests. We think that it is manifest, from our extensive 
findings in this connection, that continued operation of the cables l^v Western 
Union gives rise to serious problems in the distribution of international telegraph 
traffic, and that such problems cannot be alleviated other than by divestment. 
Thus, the reasons which impelled Congress to require divestment of Western 
Union's telegraph operations have been amply justified by experience under a 
combined landline-cable operation."* 

Without any justification, the FCC is now proposing a return to this intoler- 
able ''combined landline-cablc operation" through repeal of Section 222. 

The current FCC should know that it cannot police the uncontrollable conflict 
of interest inherent in a domestic telegraph monopoly competing in the inter- 
national fleld. In 1975, the FCC declared: 

"Congress feared that W[esternl U[nion] would be able to use its domestic 
monopoly position unfairly to favor its international Cables Division in com- 
peting with international carriers in providing PMS [public message Ber\ice] service 
(which constituted virtually their entire business). Since the international carriers 
in 1943 operated only in the gateway cities, thev were dependent on WU for the 
bulk of tne domestic pick up and delivery of their PMS traffic. Thus, WU idos 
in a pa&ition virtually Co drive an international carrier or carriers out of btisiness were 
U 80 tnclinecL . . . We agree with WUI and RCA that a construction of the divest- 
ment provision which would permit WU to re-enter the same international opera- 
tions the day after it divested its prior operations would render the requirement 
meaningless and absurd. It makes no sense, in view of the purpose underlying the 
divestment clause, to require divestment if WU could re-enter international 
PMS operations in competition with the IRC's." • 

WUTelCo also would have the same motivations and ability unfairly to divert 
overseas telex and TWX business from the international carriers by means of its 
domestic telex/TWX monopoly. With its monopoly over the access by some 
120,000 telex/TWX subscribers throughout the United States to the international 
record carriers for overseas service, WUTelCo Is positioned to provide inferior 
access to those carriers, while at the same time favoring its own overseas arm. 
On the other hand, the international carriers, combined, have direct access cur- 
rently to only about 10,000 subscriber^ in five gateway cities. Moreover, WUTelCo 
controls the switching centers throughout the vast hinterland. 

During the early 1970's, the international carriers incurred severe congestion 
over the connecting telex/TWX lines of WUTelCo, thus impairing their inter- 
national telex service to hinterland users. At the j-ame time, WUTelCo displaced 
WUI's customer dialing instructions from WUTelCo's widely distributed telex 
directory. Reappearance of these "difficulties," plus other more subtle dis- 
criminatory tactics, can be expected if WUTelCo is placed in the uncontrollable 
conflicting position, through repeal of Section 222, of competing with the inter- 
national carriers who are dependent upon WUTelCo's domestic monopoly for 
access to the vast U.S. hinterland. 

WUTelCo has already demonstrated its predatory intent during its recent 
actions to ^n international reentrj'. It has refused to interconnect with the 
international carriers for overseas electronic mail service, as I testified earlier. 
Therefore, according to WX'TelCo, either it gains international reentry or the 
public is aenied Electropost service. Also, in WUTelCo's testimony on March 1.3 
before the House Subcommittee on Communications, WUTelCo insinuated that 
the international record carriers would become unnecessary once Section 222 was 
repealed and WUTelCo reentered the international market. Also, WUTelCo 
implied that it would then be able to extend its monopoly through further mergers 
and acquisitions. 

International reentry by WUTelCo, armed with its domestic monopoly, would 
indeed' jeopardize the viability of the international record carriers. The public 
would be the ultimate losers if WUTelCo ever extended its domestic monopoly 
abroad. Rates would likely escalate and service < deteriorate if the domestic tele- 
graph monopoly were ever superimposed upon the international market, which 
now enjoys the benefits of fair competition. 

•25 FCC 85, 87 (1958). 

• 55 irCC 2d 698, 680 (1976). Emphasis added. 
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B. Rate Escalation And Service Deterioration Experience Under Domeetie Tdeffraph 

Monopoly Is Harhinffer of Future For International Sector If Section BB$ 
Is Repealed 

1. Domestic telegraph rate increases and service reductions have been inordinate. 
The FCC files are replete with the history of WUTelCo domestic tele^^ph rate 

increases and service reductions. Hundreds of public telegraph offices nave be^ 
closed to the public detriment. Thousands oi service hours and many message 
pick-up and delivery features have been curtailed at the few remaining open 
offices. Countless complaints have been received by the FCC and by W U xdCo 
concerning this deteriorating service. The FCC was forced to try to compel 
WUTelCo to provide for customer refunds if minimal service quiJity objectives 
were not achieved. 

There have been at least eight general increases in domestic telegram rates 
during the last 12 years constituting: (1) a 370% increase in the charges for a 
15-word coast-to-coast full rate telegram requiring physical delivery; (2) a 225% 
increase for a 15-word coast-to-coast full rate telegram not requiring physicid 
delivery; (3) a 390% increase for a 50-word coast-to-coast ovemi^t message 
requiring physical delivery; and (4) a 220% increase for a 50-word coast-to-coi^ 
overnight message not requiring physical delivery. 

Since 1972, domestic Mailjn^am rate increases for various filing methods hav9 
ranged between 30% and 40%. 

During the last 10 years, domestic telex usage charges have risen by 66% 
and station equipment/access line charges have risen by 220%. This price escala- 
tion was accentuated at the time of, and following, the TWX acquisition re- 
sulting in a monopoly over domestic teleprinter exchange services by WUTelCo. 

2. International record carriers shielded their customers from WuTelCo*s in- 
creased charges for interconnected services. 

Throughout this decade of escalating domestic telegraph rates, WUI was the 
buffer for its customers by absorbing $14.5 million of rate increases by WUTelCo 
for interconnected international telex service and $5 million for interconnected 
telegram service. 

Our interconnected telex costs have risen by 66%, and our telegram costs by 
nearly 100%. WUTelCo has never cost-justified these substantial rate increases. 
WUTelCo's costs for services interconnected with the international costs for 
services interconnected with the international carriers are substantially less than 
its end-to-end services between members of the public because, in our case, we 
perform one of the costly terminal handlings for all services, and incur all of the 
marketing and billing costs for the telex service, and all of the overseas promotional 
coHts for all services. 

Our bargaining power against the domestic monopoly carrier, upon which we 
are dependent for hinterland access, is not strong. We have just been notified 
by WUTelCo that it will file further increases in our telex interconnection charges 
by the end of this month. 

WUTelCo has admitted that its flood of rate increases has driven away its 
domestic customers, particularly in the telegram service. By means of our own 
operational efficiencies and economies, we have been able to absorb about $20 
million of rate increases by WUTelCo during the last decade and, thus, to avoid 
the domestic type of business volume shrinkage due to price increases. 

If WUTelCo enters the international market through repeal of Section 222, 
it can be expected to increase the pressures against the present international 
carriers, which would then be its competitors, by further price escalation for 
interconnected services. If WUTelCo were to succeed in driving these competitors 
out of business or a^>sorbing them through mergers, the international consumers 
would lose their shield against rate increases, WUTelCo-style, and would suffer 
the same fate as domestic consumers. 

C, WUVs Rate Reductions And Service Improvements Contrast Vividly With Domes' 

tic Experience 

During the last decade WUI passed on to the U.S. Government alone, over $20 
million of rate reductions. Rates have been reduced for our commercial and social 
easterners as well. 

We have been out front in service innovations, particularly with respect to data 
transmission and computer applications. WUI installed the first electronic com- 
puterized telex switching center in the world in 1966, and we are now operating 
the most advanced generation of computeriEed switching systems. We also com- 
menced the first international database retrieval service early this year. 
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Our rate reduction and service improvement history can best be illustrated by 
our performance between the U.S. Mainland and Hawaii: 

PrioaU Line Service, — Since 1965, WUI's rates for alternate voice/data service 
have been progressively reduced from $17,000 to $3,770 per month. The 1965 rate 
was 350 percent higher than the current rate. There is now pending before the 
FCC, WUI's further proposed reduction down to $2,965 per month. 

Tuex Service. — In compUance with the FCC's Hawaiian rate integration pro- 
mm, WUI instituted a phased rate reduction which will aggregate 30% by 
January 1, 1978. 

Pubfie Meuage Service, — In 1976, WUI reduced certain rates in excess of 15%. 

Further details concerning our Hawaiian rate reductions for private line and 
public message services are charted in Exhibit B to my testimony. These charts 
show that our Mainland/Hawaii public message rates are lower than WUTelCo's 
coast-to-coast telegram rates. Moreover, our present Mainland/Hawaii telex 
rates, for the average monthly usage by our customers, are already lower than 
WUTelCo's coast-to-coast rates and this favorable disparity will increase with 
our next reduction on January 1, 1978. Our telex rate comparison is based upon a 
composite of our higher usage charges and lower machine/access charges with 
those of WUTelCo. 

Although WUTelCo professes to seek the opportunity to reduce Mainland/ 
Hawaii rates through repeal of Section 222 and WUTelCo's subsequent direct 
entry into this market, its past conduct exposes its present expressions as those of 
an opportunist. Exactly four years ago, by our letter of July 20, 1973 to the FCC, 
we proposed 25% rate reductions for Mainland/Hawaii telex and telegram ser- 
vices ii WUTelCo would forego in one case, and rescind in another case, its in- 
creased interconnection charges for Hawaiian service via WUI to and from the 
hinterland. WUTelCo refused to do so in its letter of August 23, 1973 to the FCC. 
T)me and time again thereafter, we repeated our ofifer with no success. 

Other service improvements pioneered by WUI for Hawaii include: (1) our 
direct gateway at Hilo, which opened in 1972 and caused a reduction in charges 
to the outer islands down to the Oahu level; and (2) the first satellite earth sta- 
tion to be constructed within an offshore military base, at Wahiawa, and a com- 
panion station at a base in California, for Mainland/Hawaii secure defense 
commimications. 

WUI can provide all Mainland/Hawaii record services, which may be demanded, 
and probably our competitor record carriers can also do so. Therefore, there is no 
need for WUTelCo in this market, and Section 222 should be retained. 

TI. TOTAL REPEAL OF SECTION 222 IS SPECIAL INTEREST LEGISLATION FOR ONE 

FIRM WESTERN UNION 

Congress need not, and should not, bail out WUTelCo from any bad bargain 
that firm now feels it made in 1943 when it voluntarily merged with Postal Tele- 
graph under antitrust immimity, and thus accepted its own statutory barrier to 
the international market under Section 222. That barrier was reinforced when 
WUTelCo voluntarily acquired the TWX system from AT&T in 1971, and thus 
extended its domestic telegraph monopoly, again, under antitrust immunity. In 
effect, WUTelCo undertook a statutory covenant to stay out of the international 
sector as the price for these monopoly benefits that Congress conferred uniquely 
upon WUTelCo. 

WUTelCo also covenanted, when it sold its international business to WUI as 
part of the divestiture agreement, not to compete with its divestee in the inter- 
national market prior to September 30, 1988. This divestiture agreement was 
reviewed and approved by the FCC.*® WUI, its stockholders and lenders, relied 
upon the strict adherence to that covenant by WUTelCo. 

WUI is obligated to its stockholders to enforce the covenant of WUTelCo to 
stay out of international communications, and as a matter of fact, WUI has 
already docketed a law suit to protect its contractual rights, in the U.S. District 
Court, Southern District of New York (Case No. 7o-Civ. 3783). WUTelCo's 
defense against the enforcement of its covenant should not be permitted to bene- 
fit from any repeal or amendment of Section 222. 

As I testmed earUer, the public interest would not be served, but rather would 
be harmed, by WUTelCo's international entry. Accordingly, total repeal of Sec- 
tion 222 would be special interest legislation for WUTelCo. 



»M FCC 922 (1»«8) : 80 FCC 951 (1961) : 30 FCC 323 (1961). 
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Equity dictates that Congress neither bail out WUTelCo from its statutory 
covenant, nor enhance WUTelCo's defense against its legal covenant. Total repeal 
of Section 222 would constitute punitive action against WUI, with no counter- 
vailing public benefits. 

VII. CONCLUSION 

From the standpoints of history, competitive conflict-of-interest motivation, 
public need for fair competition, and equitable considerations — Section 222 should 
not be repealed. 

Accordingly, WUI most respectfully opposes S. 1162, a bill to repeal Section 222 
of the Communications Act in its entirety. Its sponsor, the Honorable Daniel K. 
Inouye, based his bill primarily upon the FCC's recommendation " (which was 
submitted without adequate preparation as I explained earlier in this testimony). 
Senator Inouye sagely observed during this Subcommittee's hearing in Honolulu 
on April 15, 1977, that: 

** Before proceeding with my questions, I would like to assure you that the 
Subcommittee will not rush in head-on to act upon this measure. We realize 
that it is not a simple matter, but a rather complex one." (Transcript, p. 71). 

Total repeal of Section 222 is, indeed, a complex matter. It would open the 
entire worldwide market to WUTelCo, armed unfairly with a domestic TWX/ 
telex and telegram monopoly acquired with antitrust immunity under Section 222. 

WUTelCo is merely using Hawaii as a stalking horse to gain access to the 
large overseas foreign market. WUTelCo's imconcem for the consumers using 
the Hawaii/ Mainland route was exposed during the last four years by WUTelCo's 
refusal to abstain from increasing WUI's interconnection costs in return for our 
proposed 25% rate reduction for Hawaii/ Mainland customers. WUTelCo has 
used anticonsumer strategy in delaying for five years, so far, WUI's Electropost 
service to Puerto Rico, Virgin Islands, Argentina, Brazil, Indonesia, Italy and 
Venezuela. WUTelCo has also unfairly denied to Hawaii WUI's lower Electro- 
post rates. 

I trust that my testimony has been helpful, Mr. Chairman. WUI has an im- 
portant interest in the retention of Section 222. Accordingly, I do request the 
opportunity to submit a further statement in reply to material placed in your 
record by other parties. 

Thank you, Mr. Chairman, and all the members of this Subcommittee and its 
Staff. 

Attachment A 

Western Union International, Inc., 

New Yorky N.Y., May 2S, 1977. 
Mr. Vincent J. Mtjllins, 
Secretary^ Federal Communications Commissiony 
Washington, D,C. 

Dear Mr. Mullins: This is a truth bulletin about Section 222 of the Com- 
munications Act. 

There have been many mistaken statements and misconceptions about Section 
222 before both the Commission and Congressional Subcommittees on Communi- 
cations. Since the Subcommittees are considering proposals to repeal Section 222, 
including one by this Commission, it is imperative that Congress know the 
truth about Section 222, including its legislative history, its judicial and regula- 
tory interpretations, and its plain meaning. 

Western Union International, Inc. (WUI) has done extensive legal research 
into Section 222, and our understanding thereof was affirmed by the U.S. Court of 
Appeals, Second Circuit. The Court held that Section 222 barred reentry into the 
international market by The Western Union Telegraph Company (WUTelCo), 
and reversed the Commission's erroneous "service vintage'' theory which would 
have permitted WUTelCo's reentry for post-1943 services. Western Union Inter- 
national, Inc, V. Federal Communications Commission, 554 F. 2d 87 (1976), rehear- 
ing denied on April 22, 1977. 

Regrettably, the Commission has again misinterpreted Section 222 in para- 
graph 23 of its Notice of Proposed Rulemaking of December 9, 1976 in Docket 
No. 21005. The Commission erroneously attributed to Congress an intent, "to 
guarantee the viability of the domestic telegraph industry by preventing the IRCs 
from operating parallel, competing domestic networks which would dilute domes- 
tic record revenues." 



" 123 Congressional Record No. 55, March 29, 1977. 
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The Commismon's "guarantee" language is wrong. Moreover, it did not even 
cite Western Union Inter nationalj Inc, v. Federal Communications Commission, 
i^ch was decided by the Court of Appeals only seven weeks prior to the release 
by the .CommiBsion of its Notice. Not only does the above-quoted "guarantee" 
luiguage contradict the Court's decision, but it is also contrary to an earlier 
Commission decision which was quoted with approval by the Court: 

"The legisla4;ive intent [of {Section 222] was not to protect Western Union 
from competition [by the IRCs] in the domestic communications market. Rather, 
it was the intent of Congress to preserve the then existing competition in inter- 
national communication which might otherwise be let^sened or extinguished by 
tbd creation of the domestic telegraph monopoly authorized by Congress.^' 
American SaUMe Corporation, 43 FCC 2d 348, 354 (1973). 

The Commission was right in 1973 in American Satellite but is wrong now. 
Not only does the Commission's "guarantee" lang^iage contradict the Coiut's 
decision, but also it is contraiy to Congressional intent. International merger 
had been proposed in Congress on at least two occasions — ^in 1943 before the 77th 
CongresB, 2d Session (S. 2445), and in 1958 before the 8()th Congress, 2d Session 
(8. 4231). Either bill would have excluded the international record carriers from 
the domestic telegraph market. However, neither bill w^as enacted. Therefore, 
and consistent with the plain meaning of Section 222, the international carriers 
are not excluded by law from the domestic market. 

By enacting Section 222, Congress accorded WUTelCo a permissive domestic 
tdegraph monopoly. Bv accepting the fruits of this monopoly for telegrams in 
1943 when it acquired Postal Telegraph Co., WUTelCo triggered the statutory 
bar to international reentry. This bar was reinforced by the TWX acquisition in 
1971 when WUTelCo obtained additional monopoly benefits under Section 222 
over teleprinter exchange ser\'ices. No international telegraph monopoly was 
authorized by Congress. Thus, there is no reciprocal legal barrier to domestic 
entry by the international carriers. 

The ConMnisfiion's continuing erroneous interpretation of Section 222 may 
lead eventually to another judicially reversible decision in Docket No. 21005. 
However, it is not the purpose of this letter to argue the merits of that docket 
liiich have been covered by our "Comments" of May 16, 1977. It is our purpose 
now to disseminate the truth about Section 222, lest continued misstatements 
from apparent authoritative sources acquire such credence as to mislead this 
Nation 8 lawmakers. 

As a creature of Congress, this Commission has an ol^ligation to inform Congress 
correctly regarding the meaning of Section 222, particularly at a time when the 
Commission is advocating its repeal. Moreover, this Commission has an obliga- 
tion to respect and follow P>deral appellate court decisions. 

WUI respectfully urges that the Commission join with it in correctly explxuning 
to Congress the truth about Section 222. Toward this end, WUI suggests that the 
Commission follow its traditional procedure by issuing a notice of inquiry con- 
cerning the true force and effect of Section 222, and by seeking expert input 
regarctingthe impact upon the public interest of maintaining, revising, or repealing 
Section 222. 

Respectfully • submitted. 

Robert E. Conn, 
Executive Vice President. 

Western Union International, Inc., 

Sew York, S,Y., May 31, 1977, 

Mr. VlBTCENT J. MULLINS, 

8eereiary, Federal Communications Commission, Washington, D,C, 

Dear Mr. Mullins: This is another truth bulletin about Section 222 of the 
Communications Act. Our first bulletin on May 23, 1977 in Docket No. 21005 is 
incorporated herein by reference. 

There halve been many mistaken statements and misconceptions about Section 
222 before both the Commission and Congressional Subcommittees on Communi- 
cations. Since tl^e Subcommittees are considering proposals to repeal Section 222, 
incluctiu' one by this Commission, it is imperative that Congress know the truth 
about Section '222, including its legislative history, its judicial and regulatory 
interpretations, and its plain meaning. 

Regrettably, both ITT World Communications Inc. (ITT) and Telenet Com- 
munications Corporation (Telenet) have misinterpreted Section 222 in pleadings 
filed with this Commission. Both companies have also misconstrued our succe-ssful 
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appeal in We$tem Union Intemaiianal, Inc, v. Federal CammunictUions Cammiseion, 
544 F. 24 87 (2d Cir. 1976), rehearing denied on April 22, 1977. 

In its petition, dated April 29, 1977, to deny Telenet's domestic expansion 
application, ITT adverts to Telenet's recent international authorization and 
iniHtakonlv argues that, "a sharp and seemingly irreconcilable conflict exists 
l)<»tw(M»n tne authorization to Telenet to provide overseas communication service 
and tho mandate of Section 222 that carriers engaged in 'telegraph operations' 
arf» permitted to provide either domestic services or international services, but not 
both. That such a separation between domestic and international service is 
mandated bv Section 222 is clear from the legislative history of tliat section, as 
well as decision of the Courts and the Commission interpreting the statute." (p. 4) 

In its opposition, dated May 6, 1977, to ITT*s petition. Telenet compoimds 
ITT's error by arguing that the Court's opinion, inlVeetern Union Inlemationalj 
fnc, V. Federal Communications Commission, "makes clear, moreover, that Section 
222 was onacte<l for the dual purposes of: 

"(a) provonting Western Union [WUTelCo], upon its merger with Postal Tele- 
graph, from engaging in international record communications which its domestic 
tolfgraph monopoly could favor over competing international carriers; and 

"(b) preventing international carriers from intruding upon Western Union's 
domestic telegraph monopoly." (p. 5) 

Both ITT a!ia Telenet are wrong. They are at odds with judicial, regulatory, 
and legislative authorities. The statutory bar against international reentry by 
WUTolCo. base<i upon its domestic monopoly, cannot be converted into a recip- 
rocal statxitory bar against entry into the domestic sector by the competitive 
international record carriers. 

In Western Union Internationalf Inc. v. Federal Communications Commission, 
the Court of Ap^n^als, St^cond Circuit, quoted with approval an earlier correct 
CAimmlssion decision: 

"Tho legislative intent [of Section 222] was not to protect Western Union from — 
competition [by the IRCs] in the domestic communications market. Rather it — 
was the Intent of Congress to preserve the then existing competition in interna- - 
tional ct^ininunication which might otherwise be lessened or extinguished by the ^ 
creation of the domestic telegraph monopoly authorized by Congress." American-^a 
Safelhfe Corporaiion, 43 FCC 2d 34S, 354 (1973). 

Not only are the ITT Telenet arguments against international carrier entry — 
li\to tho aoinostio stM^tor contrary to judicial and regulatory authorities, but— ^ 
also thoy aro o\mtrary to Congrtssionai intent. International merger had beenr_ 
nr\>piv«od in l^'ongross on at least two occasions — ^in 1943 before the 77th Congress^ 
2d Session ^^ 244r>). and in 195S l^fore the S6th Congress, 2d Session (S. 4231)— 
iMthor bill wo\ild have exchided the international record carriers from the domestic? 
telegraph market. Ilowowr. neither bill was enacted. Therefore, and consistent> 
with the plain moaning of Section 222. the international carriers are not excluded, 
by law frv^m tho domestic market. 

Uy enacting Section 222, Congress accorded WUTelCo a permissive domestic 
toloiranh mono|H^l>\ By accepting the fruits of this monopoly for telegrams in 
UM5 when it aoquintni l^^stAl Telegraph Co., WITelCo triggered the statutory 
bar to international riH^ntrv, This ci^ntinuing Ivar was rdnforced by the TWX 
ao\^uisition in 1971 when W\*TolCo obtained additional monopoly benefits under 
Section 222 ox^r teleprinter exchange service*. On the other hand, no international 
tolojnaph nunto^H^lx' \i-ns ."^uthorited by Oongres?: and there is no reciprocal legal 
bnrrior fo domestic entry by tho international carriers. 

It i:* not the pu^^v^<^\^f*this loiter to address the merits of the ITT/Telenet 
dispute. Howo\-or. 5^noo Knh ITT and Telenet hax-e misstated the law, it is the 
pun^veo of this letter to state the law correctly in order to fortify agadnst the risk 
that the v\>mn\ission, in dooiding the casv at hand, mi^t adopt the misstatements 
*xf law ad\-ai\oed by tho!«» carrioTs. 

Vo^vrviinsly, Wl^l is submitting this letter to dtssexninate the truth about 
Soot^Mi ^i'ir^s \<^\ o^M^tinviovi mi^isstatomor.t* f^k^^.^ Ar>pA:n«it auth(»itative sources 
iu\iuiw such credibility ."^s to :v,i>Vad this Xr.:iv>r/s\^wmaker^ 

ftov^HVtAillj- subnutnisi. 

ROBUET E. CoSiN^ 

Esfmdwe Vice Pmsdent, 
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Western Union International, Inc., 

New York, N.Y., June 30, Ut77, 
Hon. Richard E. Wiley, 
Chairman^ 

Federal Oommunicatione Commission, 
Washington, D.C, 

Dear Chairman Wiley: Your referenced speech incorrectly indicatp^ that 
Section 222 of the Communications Act "neatly divided the telecommunications 
world into two spheres: domestic and international." fpp. 11-12). 

In reliance upon this erroneous premise, your speech continues: 

"Consequently, I believe that the concept of an international/domestic dichoto- 
my reflected in Section 222 should be given careful reconsideration. It may \je 
that its pro\isions are now unnecessary and more importantly, contrary to 
important efforts to maximize the consumer's options and alternatives." (p. 12>. 

These misconceptions alx)Ut an "intemationai/domejstic dichotomy" and "two 
.•spheres" have also l>ecn reflected in an earlier, unjustified indictment of iSection 
222 as "a statute that ha.s served to impede rather than enhance the competition 
that it was intended to preserve." (Statement of FCC Chairman Before the House 
Committee on Interstate and Foreim Commerce, March 23, 1977). Accordini;^y, 
you are promoting total repeal of Section 222 on the mistaken grounds that it 
is anticompetitive. 

There is no df^arth of competition in the international record markr?t to which 
Section 222 appli'^. There are thr^e major international record carri'ri.s (IKCs; 
fcjorWng the ^obal market, two of whom have dome- tic affiliatfrs. Th*rre ar*? thr** 
Simaller regional IRCs, of which two have f-njovf;^! rapidly expanding mark'rti! 
under easy Commission entry policies. Additionally, two domestic carri'-r-i hav*r 
l>een autliorized to ent**r thf* tran»atlantic record market, notwithfctanding that 
neither has any international operating agreement*. On the other hand, Section 
222 does not apph' to international telephony which is provide^! on a monopoly 
1>asis. 

Section 222 accorded to The Western Union Tel^-graph Company ^WUTelCo; 
a permissive domestic telegraph monopoly. Bv accepting the fruits of this UiOU€ju~ 
oly for telegram.'i in 1943 when it acquired Pr^stal T-legraph Cfi., WUTelCo 
invoked Ixrtn the requirement that WUT'-lCo div*-st its international ofK-rations 
and the statutory bar against its international reentry. This bar was reinforc^-'i 
by the TWX acquisition in 1971 when WUT-lCo obtaine^l additional niouo^MAy 
1>enefits under Section 222 over t'-leprinter exchange ■ifTvicf*. "7Vii« {'corUinuing 
bar'] was the pric' paid by the company for the acquisitirm of a fUmteatic rfionopoly 
over telegraph sen i«." * 

Section 222 di^i not cr^-at'- the "international donif--tic «^lichotorny" of which 
you spoke. Nor aid it provide two mutually '-xclu-fiv^- "sph"n-h", one for ini^-r- 
national and another for dom'-i^tic. The only v^-i-ion ff( S'-ction 222 n-moiely 
capable of supporting yf»ur vi«=-ws. we r^-Hp-ctfuliy -.ut^njit, wa« "a profx^vrd, r/ut 
not enacted, version of §222 — which wouri hav*- allow 'J ih*- mergf-r of dom'-*:lic 
and international carri^-r*. re>p«-ctiv*-lv, into two M-parat<- entili^-*;." ('Ai h. 2d 
at 90). 

Therefore, ani con-i-t^-nt with th^ plain m'-aning "f .S^^rti'-n 222 and it- ]'gi»>- 
Iati\'e history, th^- IRC? ar*- n'-t '-xclud'-'i f-y law from th*- dorrr-tic uiarket. 
Both the Court of App'-al-. ^^-fr^'Ti'l Ciro'iit, and thi- C;ornnji'^'»ion agr^-'-d: 

"The legislative int«>nt {'■•f Section 222 j wa^ n'-t t'» prot'-ct W*-KV-rn Union from 
competition pyy the IRC-] in The 'i'-rn'^tic r:' mru ; nidation - rnark"t. Ilather it 
was the intent of Congr'->- lo pT*'*!^TV'r th'- th'-n <xi sting com i>"ti lion in iui^T- 
national communication which .T.ight oth'rwi^ f/«- l«-i^-n'-'J or extin>r^jirh«-'J r>v 
the creation rif the dom'-tic r'l-'f::h;jh r:j' i.' jy^v atjtho:iz«-'J t'V ^'jogr'-w*.'' 
American SateHu^ (.orpr/raU'r.. 4;; PCC 2'i :i4S, VA'<VjTi,'f q'Jot*-o uy the Cou/i 
of Appeals, 544 F. 2d at <«1. 

A\e are deeply conc-rr.*-': Thit Th«^ O..r5.r.'j*--iorj*»- r-oritjn<Jirig 'TroM-o'ij* v.*-wfe 
al »out Section 222 a n 'i \\' \ST- . C'. " - : z. **-tz. ar . ' r. a J r «-«- r. t .- y a ."- ' : « \*rt v j t, g t >;«• p =- f xlic 
of needed intemaiional '^.— .jc-. --clr. ar WUI'- KJ«-'T:ojyi«-t H'-ctronic mail r^-r". ice 
which is the subj*-ct of at' '.i.* ' .• '.•.-•.■' •.' ;. " '; 'f *.f.;- -arij*- *:ix\*- ^irititiV, <»'.'jo/, ^j/'^n 
our five-year delayed applici*.. r.r. 

«7. aa cad Clr. — l»7«i : T*A*»r^riz^f <S«.-»-2, Avrt\ '£l. V4'' hr thi» 0«y4»:on tU T'/jr* of 
Appeals ic r triu d tfce CobbU*:':*! * enxrawfii. "Mrri«^ riuVkg^r' th^/rf wbUrb w/uW iur*- 
peraittcd WCTHCmm launatlwA: nw&trr I'pr y^/^-i'MZ ft^rrrlct*. M^ «iv/ WC;i trutk 
balkdaa** abovt SeetlM 222 to tbt CobsIkVoa. datod Maj 23 ku4 31. JW7. 
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We are also very concerned that continuing misstatements about Section 222, 
before both the Commission and the Congressional Subcommittees on Communica- 
tions, might provoke the improvident "deletion of Section 222" from the Com- 
munications Act, as proposed by you on March 23, 1977 (Statement, supra, p. 61). 

Regiettably, the erroneous impression is being created that deletion of Section 
222 will promote competition. History has taught that just the opposite will 
occur: 

"It is^ thus, clear that the international carriers do not exaggerate when, in 
stating their views about domestic merger, they claim that the domestic monopoly 
will have the power of life or death over the unmerged international companies. 
Hearings pursuant to S, 2698 Before a Subcommittee of the House Committee on 
Interstate and Foreign Commerce, 77th Cong., 2d Sess. 25 (1942) (remarks of FCC 
Commissioner Durr). 

"Thus, the reasons which impelled Congress to require divestment of Western 
Union^s [international] telegraph operations have been amply justified by experi- 
ence under a combined landline-cable operation." The Western Union Telegraph 
Co., 25 F.C.C. 35, 87 (1958). 

"Congress feared that W[estem] U[nion] would be able to use its domestic 
monopoly position unfairly to favor its international Cables Division in competing 
with international carriers in providing PMS service (which constituted virtually 
their entire business). Since the international carriers in 1943 operated only in the 
gateway cities, they were dependent on WU for the bulk of the domestic pick up 
and delivery of their PMS traflSc. Thus, WU was in a position virtually to drive an 
international carrier or carriers out of business were it so inclined. . . . We agree with 
WUI and RCA that a construction of the divestment provision which would per- 
mit WU to re-enter the same international operations the day after it divested its 
prior operations would render the requirement meaningless and absurd. It makes 
no sense, in view of the purpose underlying the divestment clause, to require di- 
vestment if WU could re-enter international PMS operations in competition with 
the IRC's." Western Union Telegraph Co., 55 F.C.C. 2d 668, 680 (1975). Emphasis 
added. 

If the merged domestic carrier, with its vast hinterland monopoly over domestic 
telex/TWX and telegram services, is unleashed into the international sector against 
the keenly competitive IRCs, whose domestic bases constitute but five gateway 
cities, the result will be the anticompetitive situation which was so obvious to the 
Congress and the Commission throughout the last 35 years. 

Unfortunately, total repeal of Section 222 is being promoted to dissipate the 
fictional "international/domestic dichotomy" of which you spoke in Toronto on 
May 16, 1977. 

You are, we respectfully submit Mr. Chairman, promoting the total repeal of the 
wrong Section 222 — ^the version that was never enacted. The real Section 222 
created no "international/domestic dichotomy". It did not restrict competition. It 
only barred the merged domestic telegraph monopolist, WUTelCo, from reentering 
the international sector. 

Deletion of Section 222 is nothing more than special interest legislation for a 
single firm— WUTelCo. 

It is the purpose of this letter, together with our other recent bulletins, to dis- 
seminate the truth about Section 222, lest continued misstatements from apparent 
authoritative sources acquire such credibility as to mislead the Nation's law- 
makers. As a creature of Congress, the Commission has an obUgation to inform 
Congress correctly regarding the meaning of Section 222, particularly at a time 
when the Commission is advocating its total repeal. 

WUI respectfuUy urges that the Commission adequately prepare itself to ex- 
plain the truth about Section 222 to Congress. Toward this end, WUI suggests that 
the Commission follow its traditional procedure by issuing a notice of inquiry con- 
cerning the force and effect of Section 222, and l^y seeking expert input regarding 
the impact upon the public interest of maintaining, revising or repealing Section 
222. 

Very truly yours, 

Robert E. Conn, 
Executive Vice President, 
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Western Union International^ Inc., 

New York, N.Y., June 30, 1977. 
Hon. Richard E. Wilky, 
Chairman, Federal Communicaiions Commission, 
Washington, D,C. 

Dear Chairman Wiley: The public has been deprived of international elec- 
tronic mafl service for five yean*. 

In 1972, Western Union International, Inc. (WUI) filed applications to= provide 
Electropost electronic mail service to U.S. overseas locations and to foreign 
overseas points. Western Union Telegraph Company (WUTelCo) opposed us. 
In 1975, WUI filed a petition for interconnection with the domestic facilities of 
WUTelCo for the expeditious provision of international electronic mail service. 
Again, WUTelCo opposed us. 

We have been prepared to provide international Electropost service at our 
gateway cities by means of our own equipment installed in the U.S. Post OflSces, 
or throudtiout both the gatewajrs and the hinterland by means of interconnection 
with WuTelCo's equipment installed in the U.S. Post Offices. A documentation 
of our eflforts during the last five years is outlined in the attached chronology of 
WUI's applications, petitions and letters. 

The attached chronology clearly demonstrates that the Commission has 
imposed a freeze on international electronic mail service. The only exception was 
Hawaii which is being served by an unnatural consortium of carriers. Mailgram- 
Type Service— Hawaii, 57 F.C.C. 2d 657 (1975). 

Apparently this exceptional thaw in the global freeze was due to pressures on 
behfJx of citizeiis of Iiawaii from the Hawaiian Congressional delegation, the 
Governor, and other state officials. However, there is no service to Puerto Kico, 
U.S. Virgin Islands, and the remainder of the overseas world. 

While there may have been a modicum of justification for delay with respect 
to WUI's Electropost applications for U.S. overseas locations because of WUTeU 
Co's alleged mutually exclusive Mailgram applications to those locations, there 
has been no justification for five years of delay with respect to WUI's endeavor 
to provide Electropost service to overseas foreign points. Furthermore, there has 
!)een no justification whatsoever for delay of any of WUI's applications since 
October 20, 1976, when the U.S. Court of Appeals, Second Circuit, ruled that 
Section 222 contained a "continuing bar*' aiainst WUTelCo 's reentry into 
international telegraph operations, including Mailgram to Hawaii or otherwise. 
Western Union International, Inc. v. Federal Communications Commission, 644 F. 
2d 87, 93 (2d Cir. 1976); rehearing denied, April 22, 1977. 

In view of the chronology of events, we must reluctantly conclude that this 
regulatory freeze has been caused by the Commission's desire to thrust WUTelCo 
Ijack into the international market. Our conclusion is buttressed by your attempts 
to obtain total repeal of Section 222 on the mistaken grounds that it is anti- 
competitive and ''contrary to important efforts to maximize the consumer's 
options and alternatives." Please see our other letter to you of this same date 
concerning your address in Toronto on May 16, 1977. 

Irrespective of your views concerning Section 222'8 repeal and WUTelCo's 
reentry into the international sector, we respectfully submit, Mr. Chairman, that 
the Commission is obligated to administer the Comnumications Act as it is cur- 
rently written. In view of the ''continuing bar" in Section 222 to WUTelCo's 
provision of international electronic mail service, the only eligible applicants are 
WUI and the other international record carriers, none of whom has claimed 
mutual exclusivity for its r(»spective application. WUTelCo's only lawful role, 
if ind^Kl it is entitled to any, is that of a domestic connecting catrier whose 
facQities should be interconnected on an equitable and non-discriminrttory basis 
with those of the international record carriers to provide international electronic 
mail service. 

Mr. Chairman, our previous correspondence with the Commission and with 
WUTelCo concerning this subject has gone largely unanswered, as shown by the 
attached chronology. How long can the Commission turn a deaf ear to the pu}-)lic 
interest? How long can the Commission tolerate the monoply domestic telegraph 
carrier's frustrations of our attempts to provide interconnected international 
electronic mail service? 

To paraphrase the Commission's words in Mailgram-Type Service — Hawaii, 
supra, at para^aph 6: 

The public interest requires that the citizens of the world not be deprived of 
this desirable Electropost service through further regulatory delays. The need 



Digitized by VjOOQIC 



138 

for MiBhliHhmf^ thifl new flerviee is so great as to render it against the publico 
int«rfj«t to withhold authorization from WUI any longer. 

Accr>rrJingJy, we respectfully request that our pendmg EHeetropoet applications* 
and our pending petition for interconnection be granted forthwith. 
Very truly yours, 

Robert E. Conn, 
Ex€cutw€ Vice Rrendent. 
Attachment: 

Chronoloot With Items Numbered 

1. May 5, 1972. WUI filed application to provide Electropost (formerly— 
Telepo«t) «ervice between U.S. Mainland gateway cities and Hawaii. Puertc^ 
Rico, U.S. Virgin Islands. (T-C-2472). 

2. June 20, 1972. WUTelCo requested rejection or denial of WUI's applica^ 
tion, item 1, as well as a similar RCA application. 

3. Hfjpteml>er 14, 1972. WUI filed application to provide Electropost service 
from IJ,H, Mainland gateway cities to Argentina, Brazil Indonesia, and Venezuela. 
(T-02531). 

4. Septeml^er 27, 1972. WUI filed an informational tariff for Electropost service 
U) Argentina. Brazil, Indonesia and Venezuela. 

5. Novoml)er 16. 1972. WUI filed additional information requested by FCC 
rfjiating to WUI's May 5, 1972 Electropost application. (T-C-2472-A). 

0. >fc)vcmi)cr 22. 1972. WUI filed additional information requested by FCC 
relating to WUFs September 14, 1972 Electropost application. 

7. December 20, 1972. WUTelCo filed petition to deny WUI's Electropost 
Applications as amended for U.S. overseas locations, items 1 and 5, as weU as 
Blmilar ITT and RCA applications. 

8. Ffibruarv 5, 1973. WUTelCo filed petition to reject or deny WUI's Electro- 
poni application of September 14, 1972 for foreign overseas points, item 3. 

9. Juno 19, 1973. WUI letter to former Chairman Burch expressing concern 
ttljotit F(yC inaction on WUFs Electropost application of September 14, 1972, 
Item 3, to overseas foreign points. Letter stated: "In addition to the four coimtries 
which are anxious to participate in the initial experiment, many other foreim 
entiiirs have expressed their interest. . . . The delay in granting WUI's appu- 
oatiori has complicated important planning decisions both for the U.S. inter- 
national carriers and for their overseas correspondents. WUI's foreign partners 
are troubled about the unexplained apparent intrusion of U.S. regulatory author- 
ities upon routine joint efforts by the U.S. carriers and their partners." 

10. July 18, 1973. WUI letter to FCC Secretary noting the inequitable delay of 
foroign lOloctropoHt while, at the same time, domestic Mailgram service was being 
exnandiMl. 

No response to this letter was ever received. 

11. SeptombcM* 5, 1973. WUI letter to Common Carrier Bureau sunmiarizing 
c»tir supporting material for lOlectropost service to foreign overseas points, item 3, 
niui stating: ''C\)nsidering, among other things, the long period of domestic 
Mailgram w^rvice, togc^ther with recent expansions and refinements; the agreement 
i»f four foreign entities; the expressions of interest by other overseas correspond- 
ents; and the expression of support by the International Chamber of Commerce, 
whioh n>(leetH a survey of 1200 companies in 18 countries, it is certainly possible 
U)v the (\)tnmission to find a sufficient preliminary public interest basis to permit 
an experimental serviee." 

12. (V.tober 5, 1973. WUI filed an amendment to its foreign overseas Electro- 
post apnlication, item 3» to add Italy as a service point. (T-C-2531-1). 

13. November i\ 1973. WUTelCo letter requested rejection or denial of WUI's 



Mleotropost sorvic«^ to Italy, item 12; and reiterated its previous position with 
ivspeot to WUTs apnlioation to serve other foreign points that no action should 
be taken on WUTs Application until the Commission has resolved the important 
policy f]|\iestions arising from the applications of Western Union and varioys 
international earriei-s for a\ithority to provide Mailgram service or Telepost 
MMviee to UnitiHi States ovoi-soas pointK«," 
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14. October 22, 1974. WUI letter to Comnum run in hiiiiwiti iiiiiIimi iMtf^ if«« 
ea?y regulatory approach to WUTelCo's MtiilKniin rximiinlnn In I 'mimmIk v,nh 
WUI's jEHectropoBt applications which "have lireit iMiiMiiiilMniiit hy mImII m^m^ 
for supporting documentation and annlyneH whleli hip rHi'tmnivi ly ImnUtt-ntft ft'il 
speculative in the absence of operational exprriniro iiiiditr Ihr | VV I J ( |/m/|«'/. m< ^^ j 
experimental service." 

No response to this letter was ever received. 

15. January 20, 1975. WUI letter to KCC Hrvvt-tiuy n^jtUt i-i*|/|/l/)i«^ u*hl''"f ■ 
information supporting its 1972 Klectropont fipiiliniihm ti,t k-n^ut i<, h.f .^j, 
overseas points. Letter stated: "Will tniulM ifuii. iU*-. inUUt innui *;J'/i <;.»-> '.*■ 

contained herein will enable the C<»rnui\wiim t.o niilli«if)/4 Wi.'l i^/ ihi* * -t-^ 

requested experimental service. WIJI'h p<ii<rfiiinl . \i»tt»i^$t] j/m>/'/ 

justifiably concerned about the mon; ihnn two yt-ttt t$*lhy ut,*) *.«< «^y <'....< / / 
reluctant to expend anj further tirn«: und *'tfoii lu Unuiu)^^ >i/A ^^ ^' /.*... '/ 
ser\-ice details until a L.S. regulatory approvtil )n hfit.lt^'^ftoh^ 

No regpops c to thi« letter was •rv<rr r'rc^'ivwj 

16. August II, 1975. WUI fiM arj Ktu»rn*Un»rtt% 'i 'I '. :(t4/X >. ,, '/ - ^'/ 
Hawaiian ElectropoFt appiica*i'yfj pr'/{y/>ir«ir 'm/ f'«.i 'w<k/^ *A f/> .'•.^4^' •^>'/ ,/ .. -/ 
including t cl cp i in ter, mip-i^nifr ta;^, t^i^*>fi///*/« . •*/■ ../-^ f w-. •! '-• .wx -,, . 
counter; (b) lower raw* Thii •.r^o-^ fv? *i'/:t^:r* ^'. i/fc..K/*#/- w>, '4^ i..*..,..** .«. 
availability of wj . fcim . 

17. August 21, 1^0. "R'VJ j**..v- v, W ',";«//'/ •♦//•>».^^«.^ iji^r..,^..'^.. * . .a 
intercop a tc&o a arrKaKifW,: f •.»• •. fj«: f v^/** .f. jr ' *. , 1 1/ vi •'. «* ' t X»,.t^^^,* j- ^. . 

Mainland Hawaii wri'j'j^ •. -r-'j*-^ v *.- y*-"-^**-?' ' ^ y«».n..w^. i' •>,. / > .^ 
Ui?. VirpB i«BiaiC "^rr^-i!;*: utit < ;v>-i^ -^ yi • itA4»i<«'<i ./«-^#'/* /",.*' y 

U.S- 'MiihImwI lOiC i\r^iSX •-• •T'^sto' V^-Vv 
\o reSIKBflK ^' "tT** j»^'»*^ V U^ *-i •?• ••;*>;' **jC 

1^- SKftemtur ::fc :K'r V. ".7»f.V. t:**."C * ^^.1.*'^ •. *-**^v ** ' \' /- ' '*'"' 
Hawaixaao HwK-mr.**^ tfvyii«--»'i'»i. ;r«-it '. k .•.r/y- *,'i •„<;./•>« i^ ■ J . ,*j- 

IS. Onmer i ji-'^ V V <ij*r* i, ;^.f.#^ ' >-• .ii.^, -•^..j*^- ,^: ■ y^» - / 

FCC BUOMtel*- Tinr VVT-rf'..^ *^-^*i4r?i ^^ •.#■<* *.i.*- -^ y., , , ,:, ^- #••. '/ 
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ATTACaMBNT B 

Reductions in Wui*8 Rates for Mainland-Hawaii Private Line Service 

I. Alternate Voice/Data Service 

Date: Mtej^er m< 

February 1, 1965 . .^^L 17, 

i^ril 15, 1966 . _^^ 16, 

October 1, 1966 ..^l-... 14, 

January 20, 1967 — ,_— .^ 9, 

November 1, 1968 -.w^^^.i. 8, 

March 22, 1970 -...« 8, 

AprU20,.1971 .,. : . 7, 

Augusts, 1971 ..*-.^. a 

July 30, 1973 ..^.^-.. A 

December 28, 1973 ,w^^. 6, 

February 25, 1974 :.-,^-. 5, 

April 1, 1975 l_^-. 4 

April 16, 1975 -_ ^^^^^ . 3. 

May 1, 1975. ..^-,.w 3, 

August 25, 1977 (pending FCC approval) ^.*.i— ^r 2, 

II. Telegraph Service (50 Baud) 

February 20, 1963 ^^^, & 

June 1, 1964 ^_^.. 7, 

December 3, 1964 --,-^.v A 

October 1, 1966 _ ^^^l.^^ .A, 

February 18, 1967 . ^^... 2, 

August 21, 1971 -.« — u.^u 2, < 

August 1, 1973 ^,-a, .2,1 

January 12, 1974 ^,-^LC- 2, i 

March 1, 1974._ ._.^ , .2,1 

April 1, 1975 .— .u- • 1,( 

April 16, 1975 ,. —^^ 1, i 

May 1,1975 ^^.^-^^ . 1,; 

August 11, 1975 , ^^, : 

February 12, 1976 _.; . ! 

COMPARISON OF WUI'S CHARGES FOR MAINLAND-HAWAII FULL RATE AND LETTER TaEGRAM .HATE 
MESSAGES WITH WUTELCO'S CHARGES FOR CONTIGUOUS 48 STATES TELEGRAM MENACES 

A. MAINLAND-HAWAII FULL RATE MESSAGES 





Text words 


Charges via WUI, 
mainland-Hawaii i 

Physical de- 
livery and 
delivery by 
other means' 


Charges via WUT^lOo 
coliti8iioM4SSti«H 

Physical de-^ Defiva 
livery MheriM 


«> 




$2.10 


$7.75 S 


in 




3.15 


^.75 ' 


IS 




4.20 


7.75 


70 




5.25 


8.35 


?•> 




6.30 


flLdS 


30 




7.56 


9.55 


^s 




8.61 


10. IS 


40 




9.66 


10.75 


45 




10.60 


11.35 


^ 




11,00 


11.95 > 












See footnotes at end of table. 
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Text «crds 



5.. 

10. 
15- 
2D. 
25. 
30. 
35. 
40. 
45. 
50. 



» 1^ \ « > • 



ii 

ii iM 
h iiii 






,^1 ■ ■ ' 



1 Includes chareing for 5 extra words (to cover addieu, «i|Miiliirii, mnl ihmImi Hum. im Ih.Ii i.h ••.mi in ••• ii. i -, t 
ind charging for 6 extra vvords for 26 to 50 text wordi, in NUdMimu • wiili iMihiM^iiMimi *,.,„! ii hiLm 

s Telephone, tieline, etc 

s Includes charging for 6 extra words (to cover addreu. iiinaluiii. «iid ihmIih' iihh* h, Ufii im tu,,, \., -•» i,. i . , i 
ind charging for 7 extra words for 26 to 50 text wordt, in •fKifilaiM* miIN \t}\M§n*Uunm\ nuni ,Hiwi irj... 
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',1-u. fork, <* / t , /#//// "ff t'f'*' 

Mr. Vincent J. Ml'll::.>. 

Secretary, Federal ^>/^.'r.'^».>:'^«\/>r.^ ^'/y^/'A /««#// /.^ 

Washiniton, D.C. 

Dear Mz. Mtll:.'.> V/.-^v;. '•.'.'. ;?.•/•/.■•./.>.., /* ^ ' ft * t , , t , * 
1976, fil^ ir. ip^l:ri* ..-..•: •-. *-'.-*..% v :«. /'. */ y ./ y * .' , ,#. . ^ ,., 
WO in rb*^ V^.-'-i^-. 5:tTi .«i'-, >'.*•./ /#•;*/, ./, . . ^, 

neecec tLi= i.-Jj-.r.-.T- .^ -.•-.*- v. %..•,•'.•'. / ',yy • ' 

rate* of §5. •>"•'. ;:»*^ v.'v,.- f-..'-. •*-;,. 4^;^,- -.• ;- / .» ' .,. . ^ / .// 

fortbr ^in-r ^r^V.' -.I .• V '-'/' ;. ' r /< ' 

WUl -- -w" — r V i.*'>-.' i r/t' '^ y ' " '■/'•■/ — / > 
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(6) The present charge per letter telegram rate word between Hawaii and the 
Mainland of 10.5^ will be reduced to 5^ for each word in excess of the first 50 
chargeable words per letter telegram. 

TELEX SERVICE 

(a) The present minute-by-minute rate of $2.00 between Hawaii and the Main- 
land will be reduced to tenth-of-a-minute billing after the initial one minute 
connection period. 

(6) Minute-by-minute rates from Hawaii to all other international points will 
be reduced down to the same level as rates from the Mainland to these inter- 
national points. Generally, this will result in reductions ranging from 50f5 per 
minute to $1.05 per minute for telex calls from Hawaii to some 140 international 
points principally in Europe, Africa and Latin America. 

The effective date for the above public message rate reductions will immediately 
follow the Commission's grant of the necessary cable circuit authority and the 
authority to file these tariffs on less than statutory notice. The effective date for 
the above telex rate reductions will be the first day of the calendar month following 
the grant by the Commission of the necessary cable and tariff authority. Hopefully, 
August 1 will be that effective date if the necessary Commission authorizations are 
timely received. Telex billing modifications, of the type mentioned above, are 
more appropriately made at the commencement of the monthly billing cycle. 

In addition, WUI will make the following additional rate reductions for Hawaii/ 
Mainland service, provided WUI then has unrestricted authority to activate and 
use all of its then existing Hawaii/ Mainland cable circuits and authority to acquire 
and operate a reasonable number of domestic satellite circuits between Hawaii and 
the Mainland: 

1. Effective January 1, 1977, the basic $2.00 telex rate will be reduced to $1.90 
and tenth-of-a-minute billing will continue. 

2. Effective July 1, 1977, the then basic telex rate will be reduced to $1.80 and 
tenth-of-a-minute will continue. 

3. Effective January 1, 1978, the then basic telex rate will be reduced to $1.70 
and tenth-of-a-minute billing will continue. 

4. Effective January 1, 1977, the Personal Opinion Message rate from Honolulu 
to Washington, D.C. will be reduced from $1.50 to $1.25, for 25 words or less and 
the authorized addressees will be expanded from the President, Vice President, 
and Congress to all Federal Governmental agencies located within the then 
existing boundaries of the Washington gateway city. 

5. WUI will match any future competitive reductions in the charges for alternate 
voice/data private line service, provided, however, that WUI reserves all of its 
rights to oppose any such unreasonable reductions. 

WUI reserves the right to restrict the future telex rate reductions, enumerated 
in items 1, 2 and 3 above, to telex calls between WUI subscribers in the then 
existing Hawaiian and Mainland gateway cities, excluding telex and TWX 
subscribers of The Western Union Telegraph Company (WUTelCo) in the 
Mainland, in the event WUTelCo increases its existing charges to WUI for 
interconnected international telex calls. 

By application of June 21, 1976, WUI requested authority to acquire 21 circuits 
in the AT&T/ GS AT COMSTAR system. An immediate grant of temporary 
authority to acquire up to ten such circuits will be necessary to enable WUI to 
cancel all of the $5,000 monthly Intelsat circuits leased from Comsat. A grant of 
our cable circuit application will not suflBce because up to ten of our Hawaii/Main- 
land circuits must be routed via satellite either because of the wider bandwidth 
requirement for certain of our customers or because of the need for cable/satellite 
diversification. Accordingly, WUI hereby reguests immediate temporary authori- 
zation to acquire up to ten COMSTAR circuits in order to avoid excessive Comsat 
charges. A.T. & T. has assured us that temporary leases of COMSTAR circuits 
can be converted retoractively into earth station IRUs and cost-effective space 
segment capacity. Thus, substantial economies can be obtained by an immediate 
grant of this application for up to ten COMSTAR circuits. 

WUI envisages extending all of the foregoing types of Hawaiian rate reduction 
to Puerto Rico/Virgin Islands at future dates subject to the same conditions 
stated above. However, some favorable resolution of the Cayey sateUite earth 
station proceeding, involving IRUs for WUI and other reasonable access terms, 
is necessary before rate reduction dates can be specified. 
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The foregoing reduced rate proposals are not in derogation of any of WUI's 
eonstitutionaly statutory, and procedural rights, and there shall be no waiver 
thereo f, express or implied, by virtue of this application or any action taken by 
WXJl in implementation tnereof. The foregoing reduced rate proposals are the 
maximiim envisaged by WUI at this time; and WUI reserves its rights to avoid 
any whipsawing situations resulting from rate integration actions of competitor 
carriers. The proposals contained in this letter were reviewed with the Commis- 
8ion Staff at a meeting on July 28, 1976. 

The rate integpttion proposals contained in this letter, together with WUI's 
other efforts during the last ten years as summarized in our June 21, 1976 com- 
ments on Hawaiian rate integration, demonstrate WUI's continuing leadership 
in bestowing rate and service benefits upon the residents of HawaiL Indeed, 
these rate integration proposals should reassure the Ck)mmission that WUI is 
eontinuing in its endeavors to provide the most efficient telecommunications serv- 
ices at the lowest reasonable charges; and that an enlightened, reasonable and 
nonpunitive regulatory approach by the Commission would facilitate the best 
in the international record carrier industry to the benefit of the public. 
Very truly yours, 

Robert E. Conn, 
Executive Vice President, 

Western Union International, Inc., 

New York, N.Y., August 16, 1976. 
Mr. Wai/fer R. Hinchman, 
Chi^, Common Carrier Bureau, 
Federal Communications Commission, 
Washington, B.C. 

Dear Mr. Hinchman: This is in response to your letter of August 9, 1976 
eonceming our rates and services between the State of Hawaii and the U.S. 
Mainland. You indicate that prior to September 30, 1976, the Commission is 
expected to act on our applications for permanent facility authorizations and 
also consider the merits of our permanent rate integration proposals. 

Owe applications for permanent facility authorizations consist of our filings of: 

(1) June 21, 1976 to acquire 21 voice-grade circuits in AT&T's COMSTAR 
domestic satellite syptem (18 between the earth stations at Three Peaks, Cali- 
fornia and Sunset, Hawaii, and 3 between the stations at Hawley, Pennsylvania 
and Sunset, Hawaii) on an IRU basis with respect to the specified stations and 
on a nonprofit cost sharing lease basis with respect to the space segment; and 

(2) July 29, 1976 (Letter Application No. 595) to activate all of our existing 
wholly-owned circuits in the Mainland/Hawaii No. 3 Cable (39 in total, 21 of 
which were temporarily authorized by your letters of July 20 and August 11, 
11 of which were permanently authorized, by the Commission's Order of Decem- 
ber 10, 1974 (File No. T-C-2436-1), and 2 of which were permanently authorized by 
the Commission's letter of March 28, 1975. It was the intent of our July 29 letter 
to seek permanent activation authority cumulatively for all 39 of our cable 
circuits (13 existing plus 26 additional), but temporary authority for 21 such 
circuits was specified at the direction of the Commission Staff on the grounds that 
it did not have delegated authority to grant a permanent authorization and its 
grant of temporary authority would be facilitated if we confined our numerical 
reouest to the lowest magnitude needed to escape the high Comsat charges. 

In order to remove any doubts as to our requests for permanent authority, 
our several applications are hereby amended and clarified to include up to 39 
and up to 21 voicegrade circuits, respectively, in the Mainland/Hawaii No. 3 
Gable and in COMSTAR, together with the necessary matching connecting 
landline facilities in Hawaii to our Honolulu operating center, and on the Main- 
land to our New York operating center via our San Francisco center in the case 
of the No. 3 cable and the Three peaks station and directly to the New York 
center in the case of the Hawley earth station. With respect to COMSTAR, 
the Commission is respectfully requested to retain jurisdiction to insure that 
WUI, in fact, is granted equitable, nondiscriminatory and economical access 
to both earth and space segments pursuant to the Commission's Order of October 
7, 1974 40 F.C.C. 2d 42. Retention of jurisdiction is particularly necessary with 
respect to COMSTAR (including all existing and planned earth stations on the 
Mainland and Hawaii) because WUI has not yet been given all terms, conditions, 
and cost of access, especially with respect to wide-band capacity, and there are 
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cost variations for voice-grade circuits on an estimated basis depending upon 
the fill of the system. Naturally, AT&T/ GS AT, the COMSTAR operators, 
will control the system fill and, thus, have reserved wide latitude to themselves 
as to WUI's ultimate IRXJ and lease costs. The COMSTAR operators have 
agreed to negotiate further with WUI with the objective of arriving at definitive 
contracts on or before October 1, 1976. 

Obviously, we will endeavor to maximize the use of our most economical 
facility — in this case the No. 3 Cable for which we incur carrying charges irrespec- 
tive of use— consistent with service efficiency and diversity requirements. In the 
event we haVe further future need for additional cable circuits from the reserve 
pool or additional COMSTAR circuits, we will seek appropriate authority. A 
permanent grant of our requested authorizations will be in the public interest 
because: (1) it will enable WUI to escape the high-cost Comsat/Intelsat facilities 
between the Mainland and Hawaii whose lease rates exceed our corresponding 
revenue^; and (2) it will enable us to implement all of our temporarily existing 
and proposed rate reductions on a permanent basis. 

In return for the requested permanent authority, WUI will, as promised in 
our Letter Application No. 595 of July 29, 1976, delete the September 30, 1976 
expiration dates from our tariffs for telegraph message and telex services as follows : 

PUBLIC MESSAGE SERVICE 

1. The present reduced charge of lOff (formerly 21^) for each word in excess of 
the first 50 Chargeable words per full rate message, which temporarily became 
effective August 4, 1976, will become permanent. 

2, The present reduced charge of 5^ (formerly 10.5ff) for each word in excess of 
the first 50 chargeable words per letter telegram, which temporarily became 
effective August 4, 1976, will become permanent. 

TELEX SERVICE 

1. The present minute-by-minute rate of $2.00 between Hawaii and the Main- 
land will be reduced to tenth-of-a-minute billing after the initial one minute con- 
nection period. This rate reduction will become effective September 1, 1976 on a 
temporary basis, and thereafter will become permanent. 

2. Minute-by-minute rates from Hawaii to all other international points will 
be reduced down to the same level as rates from the Mainland to these interna- 
tional points. Generally, this will result in reductions ranging from 50^ per minute 
to $1.05 per minute for telex calls from Hawaii to over 140 international points, 
principally in Europe, Africa and Latin America. The same effective date, as item 
1, applies. 

Additionally, as promised in our Letter Application No. 595 of July 29, 1976, in 
return for the above-requested permanent authority and such additional future 
Mainland/Hawaii cable and domestic satellite authority as WUI may reasonably 
require, WUI will make the following additional rate reductions for Mainland/ 
Hawaii service: 

1. Effective January 1, 1977, the basic $2.00 telex rate will be reduced to $1.90 
and tenth-of-a-minute billing will continue. 

2. Effective July 1, 1977, the then basic telex rate will be reduced to $1.80 and 
tenth-of-a-minute will continue. 

3. Effective January 1, 1978, thr then basic telex rate will be reduced to $1.70 
and tenth-of-a-minute billing will continue. 

4. Effective January 1, 1977, the Personal Opinion Message rate from Honolulu 
to Washington, D.C. will be reduced from $1.50 to $1.25, for 25 words or less and 
the authorized addressees will be expanded from the President, Vice President, 
and Congress to all Federal Governmental agencies located within the then exist- 
ing ])oun(iaries of the Washington gatewaj^ city. 

5. WUI will match any future competitive reductions in the charges for alter- 
nate voice/data private line sevice, provided, however, that WUI reserves all of 
its rights to oppose any such unreasonal^le reductions. 

WUL reserves the right to restrict the future telex rate reductions, enumerated 
in items 1, 2 and 3 above, to telex calls ])etween WUI subscribers in the then exist- 
ing Hawaiian and Mainland gateway cities, excluding telex and TWX calUng and 
called subscribers of the Western Union Telegraph Company ( WUTelCo) in the 
Mainland, in the event WUTelCo increases its existing charges to WUI for 
interconnected international telex calls. 

In addition to all of the foregoing rate reductions, WUI reconfirms its rate 
reduction offers (submitted to the Commission on July 20, 1973, February 22, 
1974, March 11, 1974 and June 21, 1976) subject to reasonable conditions to be 
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accepted by, or imposed upon, WUTclCo. That is, WUI will reduce its Mainland/ 
Hawaii telegraph message and telex rates, as existing on Aucrust 1. 1976. bv 
approximateTy 25%, subject to the following conditions: 



I 



i. WUTelCo shall provifle interconnected Hawaiian telegraph message service 
at the 6Hf^ per full rate word levil in effect prior to its 1975 increase in landline 
handling charges. 

2. WUTelCo shall commit, and the Commission shall approve, the mainte- 
nance of the aforementioned 04<^ full rate word level for a minimum of three 
years, with no offsetting increase^ in any other charges to WUI for interconnected 
services and facilities. 

3. WUTelCo shall roll back its interconnected telex charges to pre-1971 levels 
for overseas telex service to and from Hawaii, and shall enter into carrier-to- 
carrier agreements, approved by the Commi-*sion, to maintain those levels for 
a minimum of three years, with no off-»eting increases in any other charges to WUI 
for interconnected services and facilities. 

4. WUTelCo shall roll back its interconnected TWX telex chagres to pre- 
kpril, 1973 levels for overseas TWX telex service to and from Hawaii, and shall 
enter into carrier-to-carrier agreements, approved l)y the Commission, to main- 
tain those levels for a minimum of three years, with no offsetting increases in any 
other charges to WUI for interconnected service^ and facilities. 

These additional approximate 25 '^ rate reduction proposals are reasonably 
conditioned upon WUTelCo taking the above-enumerated steps in the public 
interest because about 45^r f^f WUFs revenues for interconnected telegraph 
message service and al>out 25 ^r for interconnected telex service (telex and TWX) 
are paid out to WUTelCo. Please see WUPs Comments On Hawaiian Rate 
Integration, dated June 21, 1976 in Docket No. 16495, pages 7-9, and W^UFs 
ietter to the Commission of August 16, 1976 aNo in Docket !So. 16494, for further 
elaboration on the WUTelCo situation. 

Aside from the WUTelCo situation, WUI urges that its other above-described 
rate reductions, as phased in from August 4, 1976 to January 1, 1978, are sufficient 
to satisfy the policy of "rate intergration" for Hawaii. On an average, our promised 
rate reductions will produce lower rates for Mainland/ Hawaii record services 
tlian are available coast-to-coast for comparable services, with our downward 
trend for Mainland/ Hawaii contrasted with the notorious upward trend for WU- 
TelCo monopoly ser\ices on the Mainlanrl. Rate integration advocates cannot 
seek carbon copy rates and trends, as historically available from WUTelCo on 
the Mainland, for Mainland/ Hawaii ci>rrespondents unless th(»re is a slavish 
devotion to rate duplication without regarcl to the bottom line consequences. 
Our average Hawaii-to- Mainland telegraph messages consist of 24 chargeable 
full rate words and 41 chargeable letter t(»legram worrN. The following comparison 
for these average length messages, at both the overseas anfl domestic word counts, 
shows that WUFs present charges art' generally lower than for the Mainland: 



Full rate Letter telegram 





Overseas 


Mainland 


Overseas 


Mainland 


Word count 


24 


19 

18.23 
i5.23 


41 

J4.31 
J4.31 


34 


Charges: 

Physical (Wivefy 


$5.04 


$7 


Dclivenf by other means 


$5.04 


$4 



Our average Hawaii-to-Mainland telex customer's monthly usage has been 75 
chargeable minutes under existing minute-by-niinute tariffs, and will be 62 charge- 
able minutes under our forthcoming tenth-of-a-minute hilling, effective Septem- 
ber 1, 1976. After our final phased telex rate reduction, our average customer will 
have a lower monthly charge than if his s(»rvice were repriced at existing coast-to- 
coast WUTelCo telex rates factored ui>ward to 75«^ per minute based upon WUTel- 
Co's proposed charge between Hawaii and the Mainland for mailgrams filed by 
telex. This comparison is as follows: 



Monthly filed charge. 

Average usage 

Total - 115.40 136.50 



Telex 




Overseas 


Mainland 


$10.00 
105. 40 


$90.00 
46.50 
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Our existing Hawaii/Mainland private line rates are generally lower thfin rates 
for comparable distances on the Mainland. For example, our present depressed 
rate of $225 per month for 75 baud private line telegraph grade sevice compares 
with about $1,120 per month for a comparable distance on the Mainland under 
AT&T's domestic tariff. Or put another way, WUI's Mainland/Hawaii rate of 
$225 per month, when applied to the Mainland rate structure, would produce a 75 
baud leased channel only 62 miles in length. WUI's monthly voice-grade private 
line rate between Hawaii and the Mainland of $3,770 compares favorably to 
AT&T's comparable LO-Density Mainland rate for the same distance of $6,570 
per month. AT&T's proposed "MPL" voice-grade domestic rates are as yet 
untested by the Commission. 

Effective August 2, 1976, we dramatically reduced our Hawaii/Mainland (both 
East and West Coasts) television transmission half-channel rates down to $250 
for the first 30 minutes and $8.33 for each additional consecutive minute. Prior 
to August 2, television rates from Hawaii to the West Coast were $1,175 for tb«* 
first 10 minutes and $38.50 for each additional consecutive minute, aiid from 
Hawaii to the East Coast were $1,650 for the first 10 minutes and $8.6 for each 
additional consecutive minute. We will endeavor to maintain these low rates 
provided the telephone companies in the Mainland and Hawaii do not increase 
their charges to us for the spatial and terrestrial links. A 30 minute broadcast 
from Hawaii to either the West or East Coasts would now cost a through rate of 
$500, as compared with the former cost of $1,945 to the West Coast and $3,370 
to the East Coast. Moreover, this $500 through rate compares with AT&T's 
coast-to-coast charge of approximately $2,000 per hour or fraction thereof. 

WUI's Hawaiian Rate Integration Comments of June 21, 1976 in Docket No. 
16495 document a decade of progressive rate reductions by WUI, commencing 
well before the words "rate integration" become favorable. Those Comments are 
incorporated herein by reference. WUI was the first and remains the only inter- 
national record carrier to extend direct service to any neighboring island of Oahu. 
As a result of our Hilo gateway service, rates to the Mainland for all of our serv- 
ices, including telegrams, telex, and private line service, were reduced down to the 
Oahu level. Likewise, the other neighboring islands, including the big island of 
Hawaii, enjoyed reduced telegram rates at the Oahu level. 

WUPs sterling record of leadership in Hawaiian rate reductions during the last 
decade has been underscored by WUFs current pacesetting reductions. Although 
we are gratified by our customers' appreciation, we must concede disappoint- 
ment with prior non-recogpition by both the Commission and the State of Hawaii. 
Hopefully, this situation is changing for the better. The Commission's Common 
Carrier Bureau was responsive to our current rate reduction p;;oppsals and 
promptly, albeit temporarily, authorized us to transfer our services from high-cost 
Comsat circuits to lower-cost cable and domestic satellite circuits. The State of 
Hawaii voiced a "welcome" to our reductions in its letter of August 4, 1976, 
to the Commission. 

Yet, our Hilo gateway temporary authorization of June 28, 1972, is running 
on its 17th temporary renewal (File no. T-C-2236). Hopefully, this authorization 
will soon be made permanent. Ever since our original Pacific satellite application 
of September 14, 1966, as updated on March 17, 1969, WUI has been awaiting 
authority to open its own television operating center in Honolulu (File No. 2025). 
On innumerable occasions, WUI has warned of the adverse consequences of a 
satellite television monopoly by Hawaiian Telephone Company (IITC). See, 
for example, WUI's letter of May 24, 1968, a copy of which is annexed hereto as 
Attachnient A. The chickens have now come home to roost and the Commission 
had no choice but to authorize HTC, the only satellite television carrier in Hawaii, 
to provide this service via COMSTAR, notwithstanding the 3- Year prohibition 
against such use of domestic satellite facilities by the telephone companies. 
A grant of WUI's long-pending television applications will facilitate the removal 
of HTC from this forbidden service via COMSTAR. Unfortunately, WUI's 
Electropost application of May 5, 1972, as amended on August 11, 1975, still 
languishes without action in the Commission's files, as does our petition for 
iDterconnection with WUTelCo of October 2, 1975. A grant of our pending 
Electropost application and petition would bring lower rates for Hawaii/mainland 
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electronic mail service than are now available under WUTelCo's rates as offered 
by the ''mailgram consortium carriers." (See our amended application of August 
11 , 1975 ). 

WTJI remains optimistic that the tide might be turning and that it will receive 
its long-delayed recognition by both the Commission and the State of Hawaii 
for its unsuipassed efforts for better service and lower rates for the residents of 
the State of Hawaii. Perhaps both the Commission and the State will, at 
long last, promote WUI's Hilo application for a permanent grant, our Honolulu 
satellite television operation for approval, and our Electropost application and 
interconnection petition for affirmative action. Last, but not lea^^t, we respect- 
fully seek permanent authority for the Mainland/Hawaii Cable No. 3 and 
COMSTAR circuits requested herein in return for our beneficial and pacesetting 
rate reduction proposals. 

The foregoing reduced rate proposals are not in derogation of any of WUI's 
constitutional, statutory and procedural rights, and there shall be no waiver 
thereof, express or impUed, by virtue of this application or any action taken by 
WTJI in implementation thereof. 
Very truly yours, 

Robert E. Conx, 
Executive Vice President. 

Senator Inouye. First of all I would like to invite all of you to get 
together with the staff of this subcommittee and come up with lan- 
guage which you feel will further improve S. 1866. 

I nave several questions I would uke to address to all of the panel 
members. 

First, if this measure is enacted with the appropriate grandfather 
clause, will it have any immediate effect upon the rates presently 
chained to consumers in Hawaii and on the mainland? 

N&. Gallagher. If I might respond, first, let me say, Senator, that 
having to do with rates, there has been so much said with respect to 
rates, particularly the international record rates, between Hawaii and 
the mainland; there has been so much said at the hearing which you 
conducted in Honolulu; there has been so much said having to do 
with tJie telex rate from San Francisco to New York by Western 
Union Telegraph Co., 3,000 miles, at 60 cents, whereas the rate is 
$1.80 by the international record carriers. Accordindv, I had better 
point out to you and to your associates, that it is Tike going into a 
car agency, you see the car, it looks lovely, and it has four wheels on 
it and you walk over and say to the man ''How much is this'' and he 
says "$3,000" and you say, ''That is a ^eat bargain." But then when 
you ^o over to tlie car and you look in, it doesn't have an engine in it 
and it doesn't have a steering wheel ; and that is the kind of a 60-cent 
rate that Western Union is talking about, that has never been brought 
to the attention of your committee. It has never been brought to the 
attention of anybody. 

That type of statement is included in the annual reports of Western 
Union. However, when you obtain service from Western Union you 
pay three thhigs: 

You pay a transmission charge, you pay an access charge, and they 
never told you about the access charge. There wasn't one word said 
in the heanngs at Honolulu about the access charge. 

In addition to that, you also pay for the equipment. 
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So it is like buying the automobile without an engine and without 
a steering wheel and, when you compare them, I am telling you now 
that there are customers, 40 percent of our customers in Hawaii at 
the present time reaching the world with our international telex will 
stay with the present rate structure of Western Union International 
because it is more preferable to them. 

So insofar as rates are concerned, there will be no eflFect, but we will 
be in and we would like to compete with anj^body that comes in. 

I have indicated to you already that we have proposed a lower 
mailgram rate but that wasn't allowed. 

We are prepared, insofar as any effect of a grandfather provision 
on rates, it may well stimulate better treatment for Hawaii. 

Mr. Murphy. Senator, I would like to amplify somewhat on Mr. 
Gallagher's statement which I concur with to point out that in the 
case of RCA we have reviewed our subscriber list and we find that 
the pricing structure as set forth by Western Union would really only 
benefit certain large-volume users. 

In fact, in our case, even apparently more so than in the case of 
Western Union International, 75 percent of our average subscribers 
in Hawaii would have a lower rate based on the present IRC rate 
structure than under the rate structure which I believe has been inac- 
curately reported previously to the committee by or on behalf of 
Western Union. 

The Western Union charge in addition to the 60 cents per minute 
also has to take into account paying on the type of equipment, ap- 
proximately $100 per month for that equipment. 

So that I think in terms of the telex service for the bulk of the users, 
they would be better off imder the present pricing structure. 

Moreover, I think it should be pointed out that in the case of the 
international record carriers, they, to points within the hinterland of 
the United States, have to pay out to Western Union Domestic, so, 
for example, if there is a call from Honolulu to Chicago, we have to 
make a payout to Western Union, part of the $1.80. 

Second, the rates have recently been reduced. They are presently 
at $1.80, scheduled to be reduced further to $1.70 in January of 1978. 

We have requested Western Union to share in those reductions in- 
sofar as that hinterland part of the totals are concerned. 

They have declined to do that, so the IRC's have absorbed the full 
amount of that rate reduction. 

Another point I would like to make is that while the 60 cents is 
mentioned in terms of the west coast, from the mainland to Honolulu, 
this does not take into account the Western Union's rate structure 
which increases with distance within the mainland. 

So, for example, in the case of a New York to Honolulu call, based 
on the mileage that Western Union presently has from New York to 
Anchorage telex service of 2,200 miles which I recognize is a different 
distance, but it is the closest under the tariff, the rate would be $1.50 
per minute under the Western Union tariffs, in addition to which the 
equipment charge would be payable. 

So I think that this is a matter of great importance to be recognized 
by the subcommittee. 

I would also like to mention, if I may, on the question of rates, that 
in teims of the telegram service, the present rates by the international 
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W^ iuust be protected because otherwise we cannot have fair 
ijompotition. 

Uut that is a Commission responsibility. And that responsibility 
atill U contained under section 222 of the act. 

Thtxrefore, this is another reason why section 222 of the act should 
uot bo repealed in toto. 

Thank you, 

Mr, Knapp. Let me be brief and say on behalf of ITT World Com- 
muuioation;^, our track record is one of vigorous and fair competition 
with our competitors and certainly we will continue to do so in the 
f^Y^ttt that access is jTrant^d Western Union to Hawaii. 

Senator Inovyk. Thank you. 

Mr. unburn? 

Mr, HiUBVRw I feel like Daniel in the lion's den, but I fed com- 
peUe\l to respond to a couple of the allegations that were made in the 
I^t three speeches. 

First i^ aU> with resrard to the rate question, our eailier statements 
\\u this subject were cieariy labeled as being the usage charges. 

>sow« it lU^iO' be argued that that is only part of the exp&ase of 
ittaintainui$t a c<axauunicatian room and totaung up yomr monthly 
bilK That certainly is also true. 

U\»K^Yi^r. diiMX^ be obscured by these arguments aboai the differ- 
ei^y^s in ihe r^iecsk and ihe assuinpiKm that if you equate the e^uip- 
iiv^x^i and Cixuieeuon charge, that actuaUy the intemarioniJ earner's 
^M^^^s a3>? K>ww. \ don^ beBere that for 1 minme^ 
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Vi?ee»$i>Ni T;^ J^^ it:^^ ^ii« wi^ ^iw^K 

"^ vW*< iii:ifr^ ^i*? Ms^'^ ^icJt r^xiwil ^ij« JccT ra»s ic» jwiiji and it 

4^\tjt$ :2j»/ii!nf ^xt/cr^;^ ;?!}iia3:i»»t;; /x^»r r^ffttgiicabSik ^bg^siOiaK ^dkaa the 

^ %VU]iii: ijv:f :w SaQ VilW /vOk^ ;j>ft^ j^^SauQ ^"X-JIg "^ij i 

iixi;n>;SAW osqn* ^^rfxJx^^^s :jt/ Si*«:»i. !!^to!k ^«il .vmw iiowuc ni^ ' 
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Senator Inouye. As I have indicated the subcommittee is seriously 
considering a grandfather clause to be part of the amendment set forth 
in S. 1866. 

If this grandfather clause is included, would your positions change? 
Mr. Hilbum said his company would be opposed. 

Mr. HiLBURN. That is correct. 

Senator Inouye. What is the position of the other three panel 
members? 

Mr. Knapp. Senator, I don't quite understand the logic of Mr. 
Hilbum's statement. I thought he just said that rate competition 
would not take place simplj*- by designating Hawaii as a domestic 
point. He did say, however, it would come about when the competing 
carriers began to actually compete. I don't understand that. If the 
International Record Carriers are not grandfathered, how could 
this take place? 

Senator Inouye. I take it they would be gransfathered. 

Mr. Gallagher. As a matter of fact, I had read Mr. Hilbum's 
testimony before the House. When he was talking in terms of total 
repeal, if I recall correctly, at that particular point in time he said he 
expected to compete with the International Record Carriers in Hawaii. 

Mr. HiLBURN. We would certainl}^ if there were total repeal. 

Mr. Gallagher. I gather then what Mr. Hilbum is saying, that 
if Hawaii comes into the picture in the same way as the other 49 
States, then you don't want any IRC competition. I think that is 
what you are sarong. And you want us out ; is that correct? 

Mr. HiLBURN. Are^'ou addressing the question to me? 

Mr. Gallagher, "ies. 

Mr. HiLBURN. Yes. That is correct. If all 3'ou are going to do is 
make Hawaii a domestic point, then it should operate under the 
established domestic communications rules embodied in the act. 

Senator Inouye. Mr. Knapp, in your testimony, it was suggested 
that if Hawaii is to be designated a domestic point, that in fairness, 
Canada, Mexico, Newfoundland and Saint Pierre and Miquelon 
should be also. If the grandfather clause is enacted, do you still 
insist upon these amendments? 

Mr. Knapp. I think the logic, Senator, applies equally to the case 
in which the record carriers would be grandfathered in Hawaii. It 
seems to me that the purpose of grandfathering is to permit Americans 
to continue to enjoy the competitive benefits of the International 
Record Carriers. I see no reason why that privil^e should not be 
extended to the points now currently served in the Ustorical manner. 

Mr. HiLBURN. Are j'ou saying, George, you would then grandfather 
those points as well for the domestic carrier? 

Mr. Knapp. I would think. Earl, that competition would be bene- 
ficial to those points as well. 

Mr. Gallagher. Senator, I think that Mr. Fishman speaking for 
the OPT put his finger on a point with which I happen to agree, 
and conforms with my reading and my involvement over a good 
many years with section 222, that there is no provision in section 222 
which bars the International Record Carriers from serving Can- 
ada and Mexico. 
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As a matter of fact, there are two International Record Carriers 
presently serving Mexico. If an application were made by an Inter- 
national Record Carrier to serve (Janada or Mexico, I beUeve that the 
Conmiission would have to rule on that appUcation. 

In my opinion, and from the history of section 222, there would be 
no bar to tne Commission authorizing us to serve Mexico or Canada. 
As a matter of fact, it might very well be good. With respect to the 
110,000 machines, there are 55,000 in the TWX service, and 55,000 
in the domestic telex service, we have a horrible situation within the 
United States. 

I think perhaps Western Union Tel^aph Co. should, and the 
Commission should address this situation. Those machines can't 
even talk, can't dialog directly with each other. The only time those 
machines can talk to each other, is if they are being interfaced by an 
International Record Carrier. 

A machine in Mexico can only speak to, say, 55,000 of the machines 
in the United States. But if customers in Mexico were commimicating 
through an International Record Carrier, they could speak to 110,000 
machmes. Incidentally, I do understand that perhaps within the next 

Jrear or two, Western Union mav possibly cure some of those prob- 
ems. But in any event, I think Mr. Fishman was on target this 
morning when he said that he did not understand that effectively we 
were barred from domestic commimications. 

Mr. Hinchman's testimony said, in fact, we were barred. But there 
are Commission decisions which were not referred to, which said that 
Western Union Telegraph Co. is not the sole media for domestic com- 
munications in this country, notwithstanding section 222. 

Mr. HiLBURN. Mr. Chairman, if I can correct one of Mr. Gallagher's 
statements, the 105,000 telex and TWX machines that are in service 
domestically in the United States can exchange messages in both 
directions between both networks without any restrictions. And that 
has been the case since we acquired TWX from A.T. & T. a number of 
years ago. They also can, through connection with the international 
carriers, communicate with any telex machine any place in the world. 

Senator Inouye. Mr. Murphy? 

Mr. Murphy. In response to the question, sir, with respect to 
Canada and Mexico and Newfoundland, as recognized by the Senator 
in his opening remarks this morning, and indeed as recognized by 
Mr. Hilbum in his testimony, the key concern here is to elinSnate any 
discrimination in terms of the State of Hawaii. This can be done 
without regard to the issue in terms of Canada, Mexico, Newfoundland 
and in any event, it would be our judgment as well that this issue is 
soluble without statutory action. Thank you. 

Senator Inouyb. Thank you. 

Gentlemen, there are additional questions we would like to have 
you respond to. Most will require detailed responses, therefore we will 
submit them to you for written answers. 

May I request that the corrections and additional comments, if you 
wish to make any, be submitted to the subconunittee before the close 
of business Tuesday, July 27, which is 6 days from now. 

Without objection, the record will be held open for 6 days, until the 
close of business on Tuesday, July 26 to receive corrections and 
additional comments. 
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In the moantime, I will iiislnict the roniniitloe stafl" to immodialely 
get in touch with the staff of your companios to disruss lan«:uago and 
editorial changes to the l)ill that we are considering today. 

Once again, gentlemen, thank you very much for your participation 
today. 1 appreciate it very much. 

[\'V hereupon, at 10:84, the subcommittee was adjounied.] 

[The following information was subsequently rec^eived for the 
record :] 

ITT Would Communications, Inc., 

Xew York, A'.K., July 26, 1977. 
Hon. Ernest F. Hollixgs, 

Chairman^ Communications Subcommittee j Committee on CommercCy Science^ and 
Transportation J U.S. Senate, Washington, D.C. 

Dear Senator Hollinos: Wo are please^l to respond to questions of the 
Communications Subcommittee, forwarded with your letter of July 21, 1977. 
concerning S. 180G. Hopefully, our responses will demonstrate our support for 
the perceived objective of S. 18()(), i.e., according Hawaii statutory status (regard- 
ing record communications) equal to that of the other 49 states. We trust that the 
Subcommittee will not overlook the inequities that couM result from an over- 
siniplified view of the relevant issues. 

Therefore, the following responses are intended to suggest a balancerl means 
of achieving the objective of S. ISOti: 

1. The statutor.v language of Section 222 of the Communications Act of 1934, 
as amended, does not prevent the IRCs from competing in the domestic record 
market. As noted in the attachments to the testimony of WUI, the FCC has only 
recently adopted the view that a legal banier to such competition exists. However, 
in the exercise of its general authority, the FCC has balancerl the prohibition 
against international operations \)\ Western Union with strict limitations on 
domestic operations by the I RC^s. Although ITT Worldcom disagrees with ceHain 
aspects of the FCC's decisions in this area, it believes that the dichotomy between 
domestic and international operations, through the implementation of reasonable 
separation requirements pertaining to basic telegraph services, will serve the 
public interest. 

2. If the revision of Section 222 is limited to the designation of Hawaii as a 
domestic point, the proposed "grandfather" amendment of S. 1866 (quoted in the 
second question submitted) is necessary. Because the FCC's current view of Sec- 
tion 222 would seem to preclude the present and future operations of IRCs in 
Hawaii, once Hawaii is statutorily designated as a domestic point, a clear expres- 
sion of Congressional intent is required. 

3. We believe that the IRCs are meeting all reasonable demands for service; 
and ITT Worldcom intends to provide new and iniproved services as soon as they 
are economically justified and approved by the FCC. W^ith respect to allegations 
of rate disparities, we find it difficult to make meaningful compaiisons between the 
rate structures of Western Union and the IRCs. Nonetheless, we believe that the 
IRCs rate structure benefits users with limited communications requirements. 

4. The "grandfather" clause icferred to above should avert any undue disrup- 
tion of U.S. and foreign investments in submarine cable facilities serving Hawaii 
and other points in the Pacific region. Language should be included in the legisla- 
tive history which denies any Congressional intent to substitute Hawaii for the 
Mainland West Coast as the U.S. point of entry for international services and 
facilities. 

5. Whereas the IRCs would be inclined to introduce new services to Hawaii as 
and when reasonable demands therefor appear. Western Union would probably be 
tbliged to offer the full range of services available to its customers on the Mainland, 
regardless of public demand or economic feasibility. In our opinion, the introduc- 
sion of Western Union as a competitor in the provision of Mainland-Hawaii 
oervices could result in some IRC rate reductions to meet particular lower rates of 
Western Union and, as compensating adjustments, some rate increases to the levels 
of higher Western Union rates. Alternatively, a de facto division of the market 
might occur. 

6. ITT Worldcom can not support S. 1866 as long as it purports to make a 
political realignment for Hawaii without using a similar rationale for designating 
Canada, Mexico, Newfoundland and Saint Pierre-Miquelon as international 
points. In our view, the proposed revision is unbalanced in favor of Western 
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Union. The prol^lem is aggravated by the apparent willingness of some to extend 
Western Union's "domestic" franchise while the IRCs are still restricted in their 
gateway offerings of "international" services. 

7. The current restrictions on gateways for international services were based 
on historical operations, which incorporated considerations such as: proximity 
to points of entry of ovei*seas facilities, and locations of the ''inteniatiomU'' 
business community. At a time when we are ignoring those factors, for the purpose 
of achieving equal statehood rights for Hawaii, there is no longer any reason — 
other than to assure Western Union certain revenues — to deny the IRCs im- 
imoiured access to all of their customers. Since the public would stUl have access 
to Western Union's ser\ices, as well as the services of the IRCs, the public con- 
venience would be served. 

8. At one time it appeared to Ije in the interest of Hawaii to share in the use 
of modern overseas facilities of the type being furnished for international services. 
Clearly, the terrestrial facilities l^eing used for services among tbe other states 
and adjacent foreign countries were not applicable to Hawaii's needs. As we 
view the matter, the availability of domestic satellites which can be "seen" by 
Hawaii and the desire for "integrated" rates have changed the interests of HawaiL 
We hasten to add, however, that ITT Woridcom does not purport to speak for 
the people of Hawaii or of the other 49 states; therefore, we can <mly note that 
ihe physical separation of Hawaii from the Mainland has in the past Ijeen the 
l^asis for ditferent treatment. 

9. Disagreements over the scope of Section 222 have contributed to delajrs 
in the authoriiation of new ser\ices for Hawaii and other points. But tte in<»e 
important reason for such dela3rs has been the desire of the FCC to reverse its 
own eailier interpretations of Section 222 and to engage in "administrative" 
legislation, without benefit of lawful proceedings or Congesacmal action. 

Insofar as rate integration is concerned, we see no complications arising from 
Section 222. ITT Woridcom and other IRCs have long prc^>osed that integration 
of rates for record serxices could proceed on much the same basis as used for 
telephone S€T\ice^ Unfortunately, Western Union has refused to share in the 
necessary subsidies of Mainland-Hawaii services, and this rrfosal has become 
cxie of the bases for effects by Western Unicm and the FCC to repeal Section 222. 

Simniy stateii, the only ^'l^enefits** directly attributable to the Sy. 1866 revisions 
inelu^^ the grandfather clause^ of Seeticm 222 wouki be a statutory recognition 
of equal statehood! status for Hawaii and the introducticm of Western Union's 
swAites and rate structure. 

1€L Enactment of S. 1866, without the proposed **grandfatlief'* clause, could 
lesuh in an FCC ouster of the IRCs from future provisaoii of existing aond new 
sefvices betw^e^m Hawaii and the Mainland: it migbt evm place in qoestkMi tike 
status c^ Hawaii s> an international "gateway** for serviras to U-S. and foieign 
points. 

When ITT Worldcoiu pnovKused amendment of S. 1866 lo recogniBe tittt Canada, 
Mexirc^ Xewfoundland and Saint Pieme^XUqueloD aze intematioaal points^ it 
was contempfaited thai Western Union would retain its moooploT over all b^ic, 
dooaesuc services. inchKiing Mainhnd-Hawaii ^erriresw and tkat the IRCs 
wvMild Kvvioe their coanpetitiN-e services to The newly <^ie$iciiaie<d imenBataonal 
poott:^ That aheniative is still prvferreo. 

11. 1: S. 1<^ is enactevL Western Unioau hke the 1R(X w^wsld stifi be subject 
K> the req^areffisesits of Sertjon 214 of the Omrauaiiratioii^ Act. However^ Western 
Vaxvi v*vxAi v»vvr afi of ^he servi^^rs it prope^et^ to of er. on a siugie appHeatMHi. 
Aad. wiiluR the ni^w pewv^ss jvifiuirfosents v^ r«6e\-ani i»W!^ raks and poiicips, 
i5>e FCC vxx£ji tsv* ihle riiatter pccc*pT attieatioe. 

A^saiijB^ Mr. C^ttirr.iL'*,. w thank the ;^abiN>atuKi£ite<e as»i iis S<a^ lor tjbe oppor- 
tauMies^ v^f haw bsad Th> paitktpate in the bedra^^ «mi ^. l^^Ww ne:»e do not 
Imsi^i^ ic «JI ott 13? fv^r rjT^SrtT sifonftatioai or expcuaiMtt <irf ^«r vif^rsL 

v'$*-"*s:i F- KvjLTr'. /^f ifcAnlL 
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mppenderl to your letwr. For ea.^ o( i>^ervnc>\ mr hA\> -y^'^^.^r it>" -« i>Ar:i;«'I\ l*> 
earfa qopstion a* ^i forth in the Atiaohnier.t< ho.'>^it\ 

In aceopoance with your n?que>i with r>*^iHvt to ih«" July Ji tt^stituony w v^iht^r 
witneKiefi, appended hen-to a> Attachnu ni *.* ar\- v>ur vv-iunxenij* on xho u^'itimv^n^v 
of Mr. HinchmAD aukiT^S'i^-ii t" pr.ivi.iinc "c- ar.-ifaihor ri«h:^ t.» I ho into; n;»Uv^nji& 
reconi carriers. 

Sine*- lh#* July 21, 1977 h'-arirc p»riainf»i :<■ >. Iv^., wt* .a*, r.^ ' %-.":;.:;uKt o:i 
S. 1102 at that time. However, for th^ info-iv.ation t'f the >u'^cvMV.!U.;itv» \\^* a-^* 
al-io enclotring at thi* tim«- a pr^par»^i -tai* ntoni .n ih.-*? .'lil. 

We tnL<t that the attache* i ii;formuik n i< saii>fao;oriiy rx^sinnt^no aii*i ^^e 
«tana ready to arfe^L-^t the »SutKr*.»inmit:*v in any inanr.t- • ii may itvin i vnortoi^u 
•Sincerely your^. 

Enclosure. 

Quetiion i. Is it your opinion that FCC policie< an«i inviu5ir>* customs raihor 
Uum the statutory language of Section 222 nave prewnted the'lUCs fron\ com- 
peting m the doniestic record maritet? 

Ai^wer 1. In the opinion of RCA Global Communications. Inc. UCA i.»loKH>m^» 
Section 222 does not as a matter of law bar the IRC^ from oouipotins: in the viomes- 
tic record communication market. 

Enactment of Section 222 was the cuhnination of a lengthy invt^sticsition l^s^ni 
^mon a Congressional determination that the two domestic* telegraph c:»rrieris — 
Western Union and The Postal Telegraph Company — ci^uld not continue to 
coexist because of the serious financial difficulties of Postal Telegraph. lV>caus** a 
merger of the two companies woidd potentially contrawne the antitnist law>^ 
roecific legislative authorization wa* n«H»essary.' Thus, the tirst basic pur^x^si^ of 
Section 222 was to permit Wi^stem Union to acquin^ the lionu^tic telegraph 
operations of Postal Telegraph. 

The Congress also correctly recognize*! that if Western Inion continued to 
provide international sor\ice it wouM post* a grave thn^at to the viability of the 
IRCs because Western Union, through itiJ contn^l of the originating and tenni- 
nating portions of international traffic, could use its liomestie position to favor itii 
own international operation over those of the international carriers. Then*fon\ 
Section 222 ^c)(2) required that Western I'nion divest its international oi.M^rations. 

Accordingly, as a coroUarj- to the domestic mergiT, the Congn^ss attempted 
to insure the public the l>enefits of competition among the IRCs and prv>tect U-^th 
the public and the IRCs from unfair competition by the merged carrier. Then^fon\ 
in oiu" view, there is nothing within Section 222 which was intended to pn^hibit 
the IRCs as a matter of law from competing in the domestic reooni market. 
Rather, the basic purposes of Si»ctit>n 222 are to allow a merger of domestic car- 
riers and to protect the IRCs from any abuses from the mergeil carrier. 

Indeed, we believe that there is in fact language in St^ction 222 which indicates 
that the IRCs can provide domestic service. For example, in StH'tion 222 0>H2\ 
the Congress provided that the ''mergt^d carrier may acquire all or any part of 
the domestic telegraph telegraph properties, domestic telegraph facilities or domes- 
tic telegraph operations of any international telegraph carrier." lieca\ise such 
acquisition is permissive rather than mandatory, it logically follows that inter- 
national tele^aph carriers were not barred as a mattcT of* law from pnu-iding 
domestic service upon receipt of proper license authority. 

However, it is true that in implementing Section 222, policies adoptinl by the 
FCC have, to date, not envisioncnl the provision of purelv domestic service by 
the IRCs. 

Question 2. An answer. RCA Globcom supports the draft aiu(»n(in\ent to S. !S(U>. 
But to assure true and effective competition with Western Inion from hinterland 
points, in addition to the draft language, we would ins(M*t the langtiage under- 
lined below. 

'^Nothing in Section 222 shall prevent international teh^graph carriers from 
accepting and delivering record commimications by wire or radio between Hawaii 
and cities which constitute gateways approved )>y th(^ C^ommission as ])ointfl of 
entrance into or exit from the United States, or record conununications l)etwoen 
Hawaii and any point outside th(» United States, Alaska, Canada, Saint Pierrt;- 
Miquelon, Mexico, or Newfoundland ai}d the pn>visw7}s of paroffraph (v) of this 
Section shall be applicable to telegraph traffic between the state of Hawaii and the 
contiguous 48 States.'' 

This language is intended to prevent Western Union from taking imfair advan- 
tage of its monopoly position in the hinterland with respect to the origination and 
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termination of telegram and telex/TWX traffic. Instead, the FCC would prescribe 
the method whereby the IRCs would have access to such traffic under just and 
reasonable conditions and equitable division of tolls. To do otherwise would 
unfairly limit the ability of the IRCs to compete to the detriment of the people 
of the State of Hawaii with respect })oth to the quality and diversity of service afl 
well as the charges therefor. 

Question 3. Please Describe the Significant Services Which Are Not Now 
Available to Hawaii, and Instances in Which Islanders Are Charged Substantially 
More Than Mainlanders. 

Answer 3. A reasonable definition of the term "significant service" would be "a 
service for which there is a definite public need and public acceptance, or one 
which meets the special requirements of a particular class of users which cannot 
be met b}'- other existing service offerings . Assuming this is correct, then it is 
our position that all significant services are now available to Hawaii. 

All major service offerings of Western Union are also either offered by RCA 
Globcom to Hawaii either directly or on an interconnected basis with Western 
Union. While some miscellaneous service offerings of Western Union are not 
currently made available to Hawaii, for the most part these miscellaneous offer- 
ings are also limited to selected cities within the continental United States and 
no intent has heretofore been demonstrated by Western Union for extending 
these miscellaneous offerings to Hawaii. 

An examination of the current service offerings and the rates charged by Western 
Union of Hawaii (WUH) bears out the foregoing contention. Within Hawaii, 
WUH provides but two of the many services which its parent company. Western 
Union, provides on the mainland. The services whicn WUH provides are as 
follows. 

Telex Service. — The charge for a local telex call within Honolulu is 25ff per 
minute while the charge for a local telex call within New York City is 17Hf5 per 
minute. Likewise, the charge for a telex call from Honolulu to Hilo is 25^$ per 
minute while the charge for a telex call from New York City to Washington, 
D.C., a comparable distance, is 17 Yz^ per minute. 

Leased Telegraph Channel Service. — The WUH monthly charge for a 75 band 
leased telegraph channel from Honolulu to Kaunakakai is $83.00 or $1.51 per 
mile while the Western Union rate for a circuit of comparable distance on the 
Mainland is only $1.21 per mile. 

From the foregoing examples, it appears evident that WUH is applying higher 
rates for intra-island and inter-island services on Hawaii than does Western Union 
for similar services which it provides on the Mainland. 

The following is a detailed explanation and comparison of Western Union and 
RCA Globcom services and rates. 

/. Detailed Explanation and Comparison of Western Union and RCA Olohcom 
Services and Rates. 

1. IXTRODUCnON 

Both Western Union and RCA Globcom offer a wide variety of communications 
services to the general public as well as a number of specialized services intended 
to meet special or unique requirements of individual customers or groups of 
customers. AVhile both carriers offer the same basic public services (e.g., telegram, 
telex and leased channel services), certain classes or subclasses of service may 
not be identical or offered by both carriers. Also, in most instances, the rate 
structures differ between the carriers. 

2. BASIC SERVICES OFFERED BY BOTH CARRIERS 

A. Telegram Service 

(i) Telegram service c<)n:?isits of the handling in or filing of a message by a 
customer (the sender) in t>ne city for electronic transmission and delivery by a 
carrier to an addressee in another city. The two major classes of service are Full 
Rate or Ordinary Service which calls for immediate handling on the part of the 
carrier and Letter Telegram or Overnight Service which calls for "next day" 
delivery on the part of the carrier. 

(ii) While the basic service olfering is tho sami^ for l)oth Western Union and 
RCA Globcom, substantive differences oxL=!t between the respective rate structures 
of the two carriers. The major diffen^nces are a.s follows: 

The minimum numlM?r of chargeable words contained in an international Pull 
Rate telegram is 7 while the minimum number of chargeable words contained 
in a domestic Full Rate telegram is 15. 
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Cost of minimum length full rate telegram between Hawaii and the U.S. 

mainland $1. 47 

Cost of minimum length domestic full rate telegram 4. 75 

The minimima number of chargeable words in an international Letter Telegram 
is 22 while the minimum number of chargeable words in a domestic Overnight 
Telegram is 100. 

Cost of minimum length letter telegram between Hawaii and the U.S. 

mainland $2. 31 

Cost of minimum length domestic letter telegram 4. 00 

Regardless of the method of filing or delivery selected by the customer of an 
international telegram, the charges remain the same. Western Union, however, 
imposes supplementary charges for messenger pickup or delivery of domestic 
telegrams or, if the sender files his telegram by means of the public telephone and 
requests a confirmation copy to insure accurate transmission by the Telegraph 
Company, another additional charge is imposed, as follows. 

Western Union supplementary charges 

Messenger pickup or delivery $3. 00 

Mailed confirmation copy to sender 0. 70 

Most business users file and receive telegrams over teleprinters which are con- 
nected directly with the carrier by means of local lines (tielines). These facilities 
may be utilized by the customer for other services offered by the carrier, such 
as telex. The comparative charges of RCA Globcom and Western Union for such 
teleprinter and tieline facilities are as follows : 

RCA Globcom Western Union 

Monthly charge for automatic teleprinter and tieiine $10 J90. 50 

Average minimum monthly usage required by customer" 75 None 

1 Combined billing for all public services. 

Note: The foregoing RCA Globcom charges include teleprinter paper, ribbons, and perforating tape while Western Union 
charges extra for these requisite supplies. 

(iii) The major supplementary telegram-type seivices offered by both RCA 
Globcom and Western Union are Money Order Service, Personal Opinon Mes- 
sages and Mailgram Service. 

(a) Money Order Service 

The comparitive Money Order charges of RCA Globcom for service between 
the U.S. Mainland and Hawaii and of Western Union for domestic service are as 
follows : 



Amount of MO 


RCA Globcom Western Union 


$50 _ 


$1 $5.70 


$100 


*2 6.65 


$200 


" '.. :.: 4 8.90 


$400 


6 13.25 





(h) Personal Opinio?i Messages 

The comparative charges for single Personal Opinion Messages from Hawaii 
and from other states to Washington, D.C. are as follows: 

RCA Glo})com rate from Hawaii for up to 25 words $1. 25 

Western Union domestic rate for up to 15 words 2. 00 

13omesti(? POM Service is limited to messages addressed to the Piesident, 
Vice-President, Senators or Representatives. POM Messages from Hawaii may 
also be addressed to any Federal Government Agency. 

(r) Mailgram Messages 

The filing and transmission functions for Mailgrams are the same as for tele- 
giams; however, the delivery of Mailgrams is accomplished by the U.S, Postal 
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Service. A comparison for the Mailgram rates (100 words or less) between the 
U.S. Mainland and Hawaii and between points within the U.S. Mainland are 
as follows: 

Mainland-Hawaii service $2. 50 

Domestic service 2. 75 

B. Telex Service 

(i) Telex Service enables customers to directly commimicate with one another 
by telegraphic means at an operating speed of approximately 66 words per minute. 
Service is provided via public network facilities, similar in methodology to the 
pubUc telephone system. 

(ii) As in the case of telegram service, the basic telex ofiferings of RCA 
Globcom and Western Union are similar, but the rate structures are substan- 
tially different. The major differences are as follows: 

The minimum charge period for an international telex call is one minute while 
the minimum charge period for a domestic telex call is six seconds. After the initial 
minimum charge periods of one minute, calls between Hawaii and the U.S. 
Mainland are also billed on the basis of six second increment. 

Domestic telex charges increase with distance while international telex rates 
are on a "country-to-country* ' basis. Thus, under the "domestic rate pattern' ' 
the charge for a New York-Honolulu telex call would be higher than the chaige 
for a San Francisco-Honolulu telex call. 

International telex rates are based on a concept of total service; that is, only 
a nominal charge ($10.00 per month) is applied for the teleprinter and tieline 
which is required by the customer to utilize the service. A comparison of RCA 
Globcom*s and Western Union's charges for these facilities appears in 1.2. A. (ii), 
above. 

(iii) Certain telex enhancements are offered by RCA Globcom which enable 
international telex customers to utilize their facilities moi e efficiently and conven- 
iently. Some major enhancements include : 

Telextra, — A computerized system which automatically stores and forwards 
the customer's telex call in the event he is unable to obtain an inmiediate connec- 
tion with the overseas party he is attempting to reach for any reason. If, after 
a predetermined period of time, a connection still cannot be established with 
the addiessee by the Telextra computer, the customer's communication will be 
transmitted as a telegram if the customer so desires. 

Camp-on, — In the event the customer cannot obtain an immediate telex con- 
nection with the party he is calling, the Camp-on system automatically continues 
to redial the caUed party. Tliis eliminates the necessity of the customer having 
to redial. 

Unicode. — Unicode is an enhancement which programs frequently called telex 
numbers of customers and enables them to effect through telex connections by 
diaUng only 2 digits rather than the normal 8 digits required. 

There are no additional charges to the customer for any of the foregoing en- 
hancements, none of which are offered by Western Union. 

C Leased Channel Service 

(i) Leased Channel Service consists of providing a customer with a dedicated 
facility which enables him to dii*ectly communicate between oflBces of his company. 
Rates for leased channel service are normally based on a fixed montyly amount 
irrespective of the number of messagi^ which the customer may transmit over the 
channel during any given period. The three primary classes of leased channel 
service are: 

Leased Telegraph Channel Service. 

Leased Voice Grade or Alternate Voice/ Record Service. 

Leased Data Channel Ser\ice. 

(ii) Leased Telegraph Channel Ser\ice is provided by RCA Globcom between 
San Francisco and Honolulu at a rate of $225.00 per month (9^ per mile) for a 
two _ way channel capable of operating at a speed of approximately 100 words per 
minute. The comparable charge of Western Lnion for a 2500 mile leased telegraph 
channel between major cities within the continental United States is $913.00 or 
about 36H|f. per mile. 

(iii) Although the pending San Francisco-Honolulu rate of $2,944 for an Alter- 
nate Voice/ Record (AVR) Leased Channel does not compare favorably with the 
domestic rate of approximately $1,200 for a comparable facility, the higher charge 
results from the hi|^ satellite costs which RCA Globcom has been obliged to pay 
for satellite facilities to Hawaii as well as the costs of connecting landline facilities 
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in both Hawaii and the U.S. Mainland from satellite earth stations and cableheads 
to Gateway cities. 

(iv) Leased Channel Service between the U.S. Mainland and Hawaii is presentlj' 
provided not only by three IRC*s, but also jointly by AT&T and the Hawaiian 
Telephone Company. 

D. Sttmmary of Major Competitive Services 

A comparison of the major service offerings of RCA Globcom and Western 
Union indicates that: 

Taking into account the difference in telegram rate structures (minimum 
chargeable length and supplementary service requirements), the present rate of 
RCA Globcom for an average length telegram between the U.S. Mainland and 
Hawaii is lower than the domestic telegram rates of Western Union. 

Considering the difference in charges for teleprinter equipment and tieline facili- 
ties which are required bv customers, RCA Globcom's present charges for telex 
service between the U.S. Mainland and Hawaii are lower than the domestic telex 
rates of Western Union for most users. 

RCA Globcom provides a number of telex enhancements, without additional 
charge, which are not available to Western Union domestic telex customers. 

The rates of RCA Globcom for leased telegraph channel service between the 
U.S. Mainland are lower than the domestic rates of Western Union for comparable 
service. 

The rates of RCA Globcom for leased alternate voice/record leased channels 
between San Francisco and Haw*aii are higher than the rates of Western Union 
for comparable service. 

Mailgram and Pei-sonal Opinion Message rates between Hawaii and the U.S. 
Mainland are lower than the rates for comparable service within the continental 
United States. 

QiLestion 4. We understand there is a submarine cable from California to Hawaii 
owned by U.S. carriers and international correspondents. If this is so, would the 
grandfather clause protect the international correspondents* investment? Would 
such protection be desirable from your point of view? 

Answer 4. There are presently three submarine cables in service between Hawaii 
and the Mainland. However, the international correspondents* ownership relates 
only to the provision of service beyond Hawaii. Therefore, it would appear that 
the grandfather clause is not directly required to protect the international cor- 
respondents' interests. However, since a major portion of the cables are used for 
Hawaii/ Mainland services, failure to include a grandfather clause would destroy 
the economic basis for the Mainland/Hawaii cables. It is for this reason that the 
grandfather clause is necessary. However, we intend to pursue this matter with 
our correspondents. 

In order to avoid any confusion in this regard, we would suggest that the legis- 
lative intent of this amendment clearly specify that the interests of the inter- 
national correspondents are not to be affected by this legislation. 

Question 6. What will be the Effect of S. 1866, if Enacted, on the possibility of 
New Service Offerings and the Rates Charged Consumers in Hawaii and on the 
Mainland. Please Provide Supporting Documentation of Your Predictions. 

Answer 5. As indicated in our response to Question 3, Western Union of Hawaii 
(WUH) does not now provide to citizens of Hawaii all of the services which its 
parent company. Western Union, offers to the public on the Mainland. Further, 
in the case of those services which WUH does offer, the rates are considerably 
higher than those charged by Western Union for similar services on the Mainland. 

Based on this historical record, there is no basis to conclude that Western Union 
will extend any services, other than its most profitable ones, to Hawaii should S. 
1866 be enacted. A careful review of the testimony rendered to the Subcommittee 
reveals only an implication on the part of Western Union that new services might 
be made available to Hawaii. Certainly no commitment has been made. A closer 
examination of the record does show, however, that despite the long presence of 
WUH in Hawaii, it is still not possible for a resident of one city in Hawaii to send 
a telegram to a resident of another city in Hawaii. 

RCA Globcom believes that its range of communications offerings fully meets 
the public requirements for Hawaii- Mainland services as well as tne specialized 
needs of the U.S. government and other categories of users, such as the press and 
the airlines industries. 

Further, the State of Hawaii should not be misled into believing that it would 
be exempted from future rate increases which Western Union might file for its 
Mainland services should S. 1866 be enacted. The record clearly shows the number 
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of rate increases which Western Union has filed over the years for its major classes 
of service and there is no reason to believe that this practice will not be consistently 
maintained in future years. Should S. 1866 be enacted, the inclusion of Mainland- 
Hawaii costs and revenues will be of insignificant consequence in Western Union's 
o\*erall rate base. Charges for Mainland-Hawaii service would therefore follow 
charges for similar service in the contiguous states which the record shows have 
suffcreii an unbroken upward trend for at least 30 years. 

Attachment 

We would like to address certain conmients and conclusions contained in 
Mr. Hinchman's testimony of July 21, 1977. 

Rebuttal to FCC Testimony on "Grandfather" Rights 

In essence, Mr. Hinchman appeared to oppose any language in S. 1866 which 
would "gnmdfather" existing IRC facilities and services to Hawaii. He recognized 
that such a pro\ision would allow the IRCs to continue to provide service between 
the Mainland and Hawaii and between Hawaii and international points 'Hmtil 
such time as the Commission acted on Section 214 applications.'' He further 
stAteil, "while this would remove the likelihood of any immediate discontinuance 
of existing services, it might only serve to further confuse the statutory and 
regulatory treatment of new services such as Mailgram >, Dataphone, value- 
added services, and so on". Mr. Hinchman theorizes that the iKCs might be 
expected to oppose the introduction of such services by domestic carriers on the 
gn>und of competitive impact and further offered the view that such arguments 
might not necessarily be rejected summarily once Congress grandfathers the 
IROs into the Hawaii- Mainland market. 

We disagree >\ith Mr. Hinchman*s speculation and conclusions. First, we 
seriously question whether carriers who have provided ser\ice3 for over half a 
century to a particuLar point should in effect be deUcensed by l^islaiive fiat for 
the :5>i>fc purpose of extending the nonopoly of Western Union. 

Purthem\ore, Mr, Hinchman's testimony appears contrary to recent FCC 
policy^ What Mr. Hinchman appears to propose is that somehow the interests of 
tlie citiiens of Hawaii would better be ser\-ed by substituting a single carrier, 
W«it^ro Union, for the thr^^ cv>mpeting carriers now providing serN-ice to Hawaii. 
We hax-e provio\isly indicatevi that we would not object to the removal of tihe 
le^rislatiN^ l^a^rier airainsi the addition of Western Union as an additional com- 
petitor for reooT\i servict>s l>etween the Mainland and HawaiL However, the 
elimination of all existing competitor? and the substitution of the Western Union 
mono|v>ly x^\>uld av^p^^w to be inconsistent ^ith the thrust of the instant legislation 
ajid wot in the Ivsst interests of the State, 

It is true that the existen<>e of competition does in fart lead from time to time 
to obj^s-'tions* <N>mpIaints and other petitions from carriers in the fidcL Yet the 
Commission has held that the l^nents of competition outweigh any such con- 
w\n>fSRiy» We lind it in^v>l^gI^^us that ins>ofar as Hawaii is concerned the Com- 
mii^sion sts^ suddenh* wn^kjcs vv»sition. We iir^e that if Hawaii is to be treats 
as the other sts^tos then it too is eaitiiJed to all of the benefits that flow from 
<vm\r»etitivMi, 

i'^U'Wi the ba^l;^n\nmvi of this lepslation and the clear intent of the Congress, 
l^>^ do n^n l>elje\'e that there is any insunaouniable difficiahy in Weston Union 
obt;j^inins a\jthontK^tiv^n to ^>«r\>f Ha'A^aii. 



Wrstekx Vxiox Teiagraph Co., 

Wafihsi*0j»^ D,C^ JyJy jftff, 1977. 
H^vn, KK\«:;jiT K Ho\.u\*>^ 

<'%4«-Hi>4*is 8i#KvmnsjulOti^ />>« C^niVihXi^UiSMt^K Ctntifti.iStitf o% Citmmtrxie^ Sdettee, and 
T^^^pft-tffii^^, l\S^ ^vMt\ r^i"k^h S^innit Ofi^ Bu^d..'ri§^ Watkimgiam, D,C, 
1>K\K M«. Oko«\i\\ >\Y)*N05^i herewith arr W«!K*ni Union's replies ancL 
<svmnwni5S <1<^)ni: ^ ith th^r^ ^ijostions aj^a issu<^ rsrft»m*si in tout letter to Mr. 
HlU^jjm >MiWft>a«t to the :^^N^^Tnn"»itteeV ^onsi."ieraxJc«i iKi S. I§i66u 



Yi^n^Wmy^ 



KjiTJLUa' L. C.AIXAGHAX, 

V«<> JVt^f^Mim:. Gmimamemt JKawtMu. 
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Question 1, Is it your opinion that FCC policies and industry customs rather 
than the statutory language of Section 222 have prevented the IRC's from com- 
peting in the domestic record market? 

Answer. The answer to the question, as written, is "No". Section 222, itself, 
prohibits the international record carriers from competing in the domestic record 
communications market, except to the extent permitted by the "gateway" proviso 
in Section 222(a)(5). Section 222(a)(5) expressly classifies the domestic portion 
of international record communications as a domestic telegraph operation and ex- 
pressly authorizes the IRCs to engage in the handling of international communis 
cations in the "gateway" cities designated by the Commission. The only reason- 
able interpretation of these provisions is that the IRCs may not engage in any 
other domestic operations. 

The Commission has so held in at least two cases. Thus, in International Record 
Carriers' Scope of Operations, 40 FCC 2d 1082, 1085 (1973), the Commission stated : 
"Under section 222 the handling of international telegraph messages within the 
continental United States is a 'domestic telegraph operation' * and the section 
does not contemplate IRC participation in such operations beyond that pro- 
vided for by the proviso contained in section 222(a)(5). . . , 

More recently, in Graphnet Systems, Inc., 63 FCC 2d 402, 408-9 (1977), the Com- 
mission noted RCA Globcom's contention that this restriction might place RCA 
at a competitive disadvantage: 

"RCA 8 allegations regarding competitive disadvantage apparently derive from 
the fact that RCA, as an international telegraph carrier, is restricted by Section 222 
of the Act from domestic telegraph operations other than accepting or delivering inter- 
national telegraph messages in designated gateway cities', whereas Graphnet and 
Telenet, which are not international telegraph carriers as defined in Section 222, 
are not similarly restricted" [footnote omitted, emphasis added]. 

The Commission made clear that it did not disagree with RCA's interpretation 
of Section 222; instead, it simply ruled that the claim of "competitive disadvan- 
tage" was not realistic and that, in any event, RCA*s problem stemmed from re- 
strictions which Congress imposed on the international telegraph carriers." 
63 FCC 2d at 409. 

In Interface of the International Telex Service with the Domestic Telex afid TWX, 
Services, 62 FCC 2d 414 (1976), the Commission explained the basis for the statu- 
tory scheme. It noted (62 FCC 2d at 424) that one of the major purposes of Section 
222 was "to guarantee the viability of the domestic telegraph industry by pre- 
venting the IRCs from operating parallel, competing domestic networks which 
'Would dilute domestic record revenues." Two IRCs have endorsed the Commis- 
sion's interpretation of the statute in their comments in the Interface proceeding. 
See "Comments of ITT World Communications Inc.", filed May 16, 1977, p. 22; i 
•'Comments of TRT Telecommunications Corporation", filed May 16, 1977, p. 28.« 
Question 2. Please comment on the following suggested draft amendment to 
S. 1866. 

"Nothing in Section 222 shall prevent international telegraph carriers from 
axjcepting and delivering record communications by wire or radio between Hawaii 
and cities which constitute gateways approved by the Commission as points of 
entrance into or exit from the United States, or record communications between 
Hawaii and any point outside the United States, Alaska, Canada, Saint Pierre- 
Miquelon, Mexico, or Newfoundland." 

Answer. Western Union believes the proposed amendment to S. 1866 should be 
enacted insofar as it would permit the IRCs to provide their authorized services 
iDetween Hawaii and any international point but should not be enacted insofar as it 
A?vould permit these carriers to provide purely domestic services. 

With respect to international services, we suggest that instead of the "grand- 
fathering" approach suggested in the attachment to your letter, the "gateway", 
proviso in Section 222(a) (5) should be amended to designate Honolulu as a gate- 
A^'ay city. This would achieve the same purpose as the proposed grandfather lan- 
guage, but without the need for repreating the somewhat awkward phrase that has 



1 



•"See47U.S.C. {{ 222(a) (6) and (6) (1»70)." 

1 "ITT WorldCom submits that direct communications between IRC subscribers would 
l)e 'domestic telegraph operations' and as such, the IRCs would be barred by Section 222 
of the Communications Act from providing this service." 

3 "As the Commission has recognized, ^Section [222] does not contemplate IRC partici- 
pation in ['domestic telegraph'] operations beyond that provided for by the proviso 
contained In Section 222(a)(5),' which only ^permits the IRCs to accept or deliver 
international telegrams within the cities approved by the Commission as gateways for 
such carriers.' In Re International Record Carriers' Scope of Operations, 40 FCC 2d 1082, 
1085 (1973)." 
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been extracted from Section 222(a) (5)-^t.c., the phrase referring to "any point 
outside the United States, Alaska, Canada, Saint Pierre-Miquelon, Mexico, or 
Newfoundland." ' 

With respect to domestic services, we note that the evident purpose of S. 1866 
is to assure that Hawaii is treated on a par with the other states of the Union. Since 
the international carriers are not permitted to provide services between any of the 
other states, parity does not reauire that they be permitted to provide such services 
between Hawaii and the mainland. Indeed, to "grandfather the IRCs* present 
Hawaii-mainland. Indeed, to "grandfather" the IRCs' present Hawaii-mainland 
services and at the same time declare Hawaii a domestic point would destroy the 
symmetry of the Act and, in the words of one international carrier (WUI), con- 
stitute "special interest legislation" and "regulatory favoritism." 

There is no basis for the IRCs suggestions that "grandfathering" of their 
present Hawaii-mainland services is necessary to protect their investments. The 
facilities in which the IRCs have invested are used in large part for traffic between 
the mainland and points in the Far East and Oceania, and these facilities will 
therefore remain used and useful and eligible for inclusion in the "rate base" on 
which the IRCs are permitted to earn a fair return. To the extent that usage of any 
of these facilities is partially reduced by the termination of Hawaii-mainland serv- 
ices, any excess capability will rapidly be absorbed by growth of the IRCs inter- 
national services. The IRCs are constantly acquiring additional transpacific 
circuitry,* and the cessation of Hawaii-mainland service via the IRCs will simply 
mean that the acquisition of some new facihties may be temporarily postponed. 

All else aside, we point out that there is absolutely no basis for protecting 
any IRC investment in Mailgram facilities. The present Mailgram arrangements, 
in which the IRCs, Hawtel, and Western Union aU participate, are strictly 
interim arrangements, and the IRCs have made their investments without any 
assurance that they might some day be granted permanent authority to continue 
the service. Mailgram is Western Union's service, and Western Union is unalter- 
ably opposed to any bill that would permit the IRCs to expropriate any part 
of that service. 

The FCC has suggested that one basis for a grandfather clause ai^licable to 
the IRC^s Hawaii-mainland services would be to assure continuity of service 
until the domestic carriers have received Section 214 authority to install the 
facilities needed for their operations. The Conmiission has noted that a sub- 
stantial period might elapse before it would be able to act on the applications of 
the domestic carriers for such authority. Although some sort of temporary 
"grandfathering" would appear appropriate, Western Union respectfully suggests 
Xhskt the Commission's concern can be met. in large measure, by legislative 
action that would obviate the need for any Commission proceedings with respect 
to Hawaii-mainland ser\ice by the domestic carriers. 

Inasmuch as the purpose of S. 1866 is to assure a full complement of domestic 
ser\ices for Hawaii, the bill should include a pro\ision granting authority to the 
domestic carriers (1) to install whatever facilities are necessary for them to 
pro\ide their authoriied ser\ices between Hawaii and the mainland and (2) to 
file whatever tariff revisions may be appro|Nriate to include Hawaii as a point 
to be served. Such a proxision would not only assure that the purpose of this 
bill can be achieved in timely fashion, but wouki also render unnecessary any 
extended grandfathering of the IRCfe' Hawaii-mainland services- Western Union 
(and presumably other domestic carriers) would be in a position to render services 
to and from Hawaii within a limited start-up period following the designation of 
Hawaii as a domestic point. 



/V»rMrr«r« Tkut AOtkin^ la this scettoa siuOl pivT«ttt imtnmattoaal telegraph cttrriers 
fnwft aeo^pdBir aad dettmiiM^ InteraatloMa telcisn^ » « caml < » tst H^m^tmim^ Hwwmii and 
im tke nti««: wkkii coastitate fratvvmjs approTed bj t^ CoflutlssiMi as p^iats oC eatraacc 
iat» «r exit ftMB ti# eaatiaeatal Uattcd $tat<& . . . 
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We suggest specific language to accomplish this proposal in the margin.' We 
wish to emphasize that a legislative authorization to the domestic carriers should 
be enacted even if the IRCs' Hawaii-mainland operations are grandfathered. 

Question 3, Please describe the significant services which are not now available 
to Hawaii, and instances in which Islanders are charged substantially more than 
Mainlanders. 

Answer. Services offered by The Western Union Telegraph Company on the 
mainland and not now available in Hawaii are: 

Teletypewriter Exchange and Related Services 

Telex is the global standard, low-speed, business-oriented, record communi- 
cations service. It operates at 66J^ words-per-minute at five-leVel Baudot Code 
and employs a three-row keyboard. It's available in Hawaii, but at substantially 
higher rates than on the mainland. TWX is used primarily in the rest of the 
USA and Canada. It operates at 100 words-per-minute at eight-level ASCII 
Code and employs a standard four-row typewriter keyboard. SDX and DDX 
services offered interisland by Western Union of Hawaii have many of the features 
of these two services. However, TWX is not offered between the mainland and 
Hawaii. 

Telex and TWX customers of WUTCO on the mainland have the option of 
owning their own terminals or leasing them from third parties; thus, reducing 
by as much as 50 percent the monthly charges paid to the common carrier. This 
option is not available in Hawaii. 

InfoMaster is an interconnection computer system that permits messages to 
be exchanged by the Telex and TWX networks as well as added value services 
such as: 

Permitting the Telex or TWX customer to file his message With the computer 
if the addressee's terminal is busy. The computer then monitors the line, and 
when it's free, forwards the message without the sender having to redial the call. 

Permitting the Telex or TWX customer to automatically originate Telegrams, 
Cablegrams, or Mailgrams directly from his terminal without the delays and 
possibilities of human error that would occur with manual refile by the common 
carrier. 

NiteCast is a computer-stored address service that permits convenient and 
reliable any-time-of-day transmission of multiple address messages (minimum 
of 35 to maximum of 250 per list) to unattended Telex and TWX stations for 
deliveries between 8:00 PM and 8:00 AM at substantial savings over normal 
rates. 

RediList is another computer-stored address service that permits Telex and 
TWX customers to maintain on file one or more lists to facilitate rapid transmis- 
sion of multiple address messages by dialing the list number and transmitting the 
text of the message once. It differs from NiteCast in that there is no delay. Mes- 
sages are transmitted at once at full rates to a mixture of Telex, TWX, Telegram, 
and Mailgram addresses, depending upon the sender's preferred method of reach- 
ing each addressee on the list. 

FYI Informational Services provide Telex and TWX customers on the main- 
land with a variety of reports on a dial-in basis. The customer pays only the nor- 
mal charges for the call — nothing for the information provided in response to 
his inquiry. 

News, — Latest news bulletins from 7:30 AM through 8:30 PM. Updated hourly. 

Sports, — Latest sports news from 8:00AM through 12:00 Midnight. 



» We suggest that the following provisions be added to S. 1866 : 

"1. Notwithstanding any other provision of this Act, any domestic telegraph carrier as 
defined in Section 222(a) (2) of the Act is hereby authorized to construct, extend, acquire, 
and operate such channels of communication as may be necessary for that carrier to extend 
its previously authorized domestic services between points presently served by that carrier 
ttnd any point in the State of Hawaii, Provided, That the authorization conferred herein 
is valid only with respect to those channels of communication that have been substantially 
ccmstructed, extended, or acquired, or ordered from other common carriers, within 12 
months from the effective date of this provision ; and Provided, further. That the construc- 
tion, extension, acquisition, and operation of any channels of communication other than 
those authorized herein remain subject to the provisions of Section 214 of this Act. 

•*a. Notwithstanding any other provision of this Act, any domestic telegraph carrier as 
defined In Section 222(a) (2) of the Act is hereby authorized to amend any tariff on file 
with the Commission and in effect on the effective date of this provision to specify any 
point within the State of Hawaii as a point that may be served under said tariff." 

We point out that the provisos in paragraph 1 are designed to limit the domestic 
carriers' time to implement their mainland-Hawaii services and to preserve the Com- 
mission's continuing Jurisdiction to review applications for facilitiies to meet new or ex- 
panded service opportunities. 
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Finance, — Latest business bulletins from 9:00 AM through 7:00 PM. Updated 
hourly. 

Market — Latest stock market averages from 11:00 AM, with market commen- 
tary starting at 9:00 AM. Updated hourly until 5:00 PM. 

Currency. — Foreign exchange and domestic money rates starting at 9:00 AM 
until 5:00 PM. Updated every other hour. 

Special, — The big stories of the day. Updated at 8:00 AM, 1:45 PM, and 5:00 
PM. 

Weather, — Two-day forecast for 20 principal cities. Updated at 8:00 AM and 
8:00 PM. 

Metal, — Domestic copper, silver, and gold future prices from 10:45 AM to 
1:00 PM for metals open. 3:40 PM to 9:44 AM for metals close. London metal 
market from 9:45 AM to 10:44 AM for metals first session. 1:01 PM to 3:39 PM 
for metals second session. 

Grain, — Wheat, corn, oats, and soybean commodity prices from 11:00 AM, 
commentary 8:00 AM to 11:00 AM. (Opening, mid-session and closing.) 

Livestock. Cattle, live hog. pork belly, and egg prices from 11:00 AM, com- 
mentary 8:00 AM to 11:00 AM. (Opening, Mid-session and closing.) 

Sugar. — Sugar, cocoa, and coffee commodity future prices from 11:30 AM. 
(Opening, mid-session and closing.) 

Gold. — Gold future prices from 10:30 AM. (Opening, mid-session and closing.) 

Lumber. — Lumber, plywood, and stud lumber, future prices from 12:00 Noon. 
(Opening, mid-session and closing.) 

Cash, — Cash prices on 22 agriciiltural products from USD A. Updated 4:30 
PM daily. 

Congress, — Daily report on legislation affecting business from the U.S. Chamber 
of Commerce. Updated 10:00 AM. 

Trading Reports, — On all common and preferred stocks traded on the American 
and New York Exchanges and most over-the-counter issues. Information furnished 
consists of previous close, open, high and low for the day, last price and volume. 

News Alert is a yearly subscription service available on the mainland to Telex 
and T WX customers. There is a nominal charge for these automatic bulletins which 
are transmitted from UPI to the customer's terminal as important events occur. 

Pollution Alert broadcasts to designated subscribers of emergency situations 
regarding both air and water pollution problems. 

Science Alert broadcasts to designated subscribers of special worldwide events 
of scientific interest as they occur. 

Mailgram Services 

Terminal-Originated Mailgram Service permits TWX and INFO-COM custom- 
ers to originate Mailgram traffic at substantial savings over the rates charged for 
telephone or counter-originated messages. This is not available in Hawaii under 
the present FCC-sponsored, multi-carrier agreement. 

Computer-Originated Mailgram Service. — Magnetic tape may be prepared by 
the customer or a data processing service bureau. Alternatively, direct computer- 
to-computer (using bi-sync transmission) message origination is possible. Kates 
for these messages range from $1.05 each for the first 600 characters and 35f{ each 
for additional blocks of 600 characters to the same address, down to as low as 
77^ per message on special quantity discounts. 

Stored Mailgram Service permits subscribers to store addresses and texts for 
use to input Mailgrams by toll-free telephone and acoustically-coupled Mailgram 
terminals. Up to three inserts per text can be made, maximum of twenty characters 
per insert. Stored Mailgram is a service of Western Union Electronic Mail, Inc., 
which is a separate subsidiary. 

Other Mailgram Service Options 

Business Reply Mailgram (BRM). — Available on computer magnetic tape, 
bi-sync, or WUEMI. 

Certified Delivery, — Available on magnetic tape or bi-sync-originated only. 
Receipts showing signature of recipient and delivery date forwarded to sender by 
Western Union. 

Return Address Option, — Available on computer magnetic tape, oi-sync. Telex, 
TWX, or WUEMI. Permits sender to show return address other than WUTCO 
Middletown Computer Center. 

Address Correction Requested. — Available on all input methods. Mailgram is 
forwarded to new address and address correction notice is mailed to sender. This 
is a service of USPS. Fee of 25^ per notification is collected by USPS from sender. 
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Public Office Services 

Datagram provides an inward communication service whereby messages tele- 
phoned to Western Union's Central Telephone Bureau's toll-free number are 
transmitted to Telex and TWX subscribers on their terminals. 

ResponsePhone tells callers where to purchase or see advertised products or 
services, utilizing a single toll-free number. Also conducts telephone surveys of 
all types and performs sales solicitations. 

Commercial Money Order Service. — Telephone-to-telephone Money Order Service 
which permits sender to originate Money Orders by telephone through the Central 
Telephone Bureau without specifying destination. Payee then selects Western 
Union office or agency paying location which calls the Money Order Center, 
verifies the existence of the Money Order and receives authorization to make 
payment. 

Credit Card Money Order, — A special form of telegraphic Money Order Service 
whereby individuals with Master Charge Credit Cards can send up to $300 by 
calling Western Union's Central Telephone Bureau. 

Shared Private Wire Services 

INFO'COM Service. — Subscribers to INFO-COM share a mainland system of 
interconnected computers which provide store-and-forward message switching 
capability, yet assure complete privacy and integrity of each network. Computers 
are located on Western Union premises and are programmed, operated, and 
maintained by Western Union personnel. INFO-COM subscribers can exit their 
system and send to Telex, TWX, Mailgram, and public message (Telegram and 
Cablegram) addresses. 

Sicom. — An INFO-COM type service for the securities industry. Full redun- 
dancy is employed throughout to eliminate any possibility of service interruption 
or lost traffic. Additional data processing services (Order Match, etc.) are available 
through Western Union Services, Inc., a separate subsidiary. 

Hot/Line. — An instant, no-dial, point-to-point, metered telephone service 
furnished between preselected cities over dedicated groups of shared trunk 
facilities. The rates are substantially below the prevailing long-distance telephone 
rates. 

SpaceTel.^^A metered, private line, voice/data service which utilizes a com- 
bination of WESTAR satellite and terrestrial microwave channels. The service 
was designed to fill the gap between Hot/Line and Dedicated Satellite Channels. 

Broadband. — Alternate data/ voice channels offered at varying speeds (1200, 
2400, 4800, 9600 baud rates) with concentrators and shared trunk facilities to 
reduce intercity rates. 

Transmission-Only Private Wire Services 

DataCom. — A low-to-medium speed, point-to-point transmission service using 
time-division multiplex equipment. This is used primarily by large corporate 
customers in linking remote terminals to specialized computer systems for reser- 
vations, credit information, etc. 

Multipoint Data Services (MDS). — Another transmission service specifically 
tailored for large businesses. It employs solid-state synchionous repeaters for 
further concentration of information to and from computer-based communications 
and/or information systems. 

WESTAR Satellite Services 

There are a variety of service offerings which Western Union is confident it 
can offer in Hawaii at rates below those charged now by other carriers: 

Voice Grade Channels. 

Alternate Data/Voice Channels (4 Khz or 48 Khz) — ^Voice grade may be 
conditioned or unconditioned at customer's option. 

Occasional video. 

Data-Only Channels — To 56 Kbs for point-to-point multipoint transmission. 
Channels are conditioned for data transmission. Wideband Channels (48 Khz, 
240 Khz and 1.2 Mhz). 

High-Fi Audio Channel Service — 15 Khz multichannel service for stereo or 
quadriphonic radio broadcast. 

Transponder Service — Entire transponder with bandwidth of 36 Mhz may be 
used for voice, alternate data/voice, wideband, video transmission service or and 
combination within the limits of 36 Mhz bandwidth and the customer's channel 
ierivation equipment. 
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Question 4- We understand there is a submarine cable from California to Hawaii 
owned by U.S. carriers and iniemational correspondents. If this is so, would the 
grandfather clause protect the international correspondents' investment? Would 
such protection l>e desirable from your point of view? 

Answer. Western Union is not certain that there is "a submarine cable from 
California to Hawaii owned by U.S. carriers and international correspondents", 
as this question postulates. However, if such a facility exists, the "grandfather" 
clause proposed in Question 2 would more than protect the international (foreign) 
correspondents* investments therein. We note that these correspondents do not 
participate in any way in the furnishing of Hawaii-mainland services, and we 
therefore suggest that these correspondents cannot reasonably assert a cMm to 
any share of the revenues attributable to this traffic. (Nor can they reasonably 
claim that the IRCs should receive grandfather rights that would permit them 
to continue handling such traffic.) The foreign correspondents' only reasonable 
claim would be that the IRCs should be permitted to continue their international 
services between domestic gateways and overseas points. As noted in our response 
to Question 2, Western Union would not oppose legislation that would designate 
Honolulu a new domestic gateway. 

Qttettion 5. What will be the eflfect of S. 1866, if enacted, on the possibility of 
new service oflferings and the rates charged consxmiers in Hawaii and on the 
mainland? Please provide supporting documentation of your predictions. 

Answer. With the establishment of Hawaii as a domestic point for communicar 
tions purposes. Western Union would be free to piirsue operating authority to 
Hawaii under Section 214 of the Communications Act for any or all of its services. 
Each such service could be pro\ided to Hawaii without any involvement of IRC 
functions or facilities and each such service would be offered in Hawaii by Western 
Union at rates fully integrated with our prevailing domestic rate structure. 

Proceedings piu^uant to Section 214 can, at best, involve the passage of extended 
periods of time, ranging from months to years. Aiiy grandfathering of the IRCs 
present pro\ision of ser\ice between Hawaii and the mainland would likely 
provide the inducement for the IRCs to contest- any Western Union application 
under Section 214 to provide services there. Similar opposition from the IRCs 
could be reasonably anticipated to the filing by Western Union of tariffed rat^ 
more attractive thian those currently offered for telegram and telex service by 
the international record carriers. In such event, the ensuing Section 214 and 
tariff proceedings could be very protracted. 

Particularly if afforded authority by S. 1866 to provide domestic service by a 
granfifathering provision, the IRCs would be concerned by any Western Union 
apnlication to provide services not presently available in Hawaii. 

The introduction in Hawaii of Western Union's integrated rates, considering 
the quantitative relationship of potential Hawaiian business and our current 
domestic business, should have no impact on the overall level of charges or the 
rates charged to mainland customers. 

Question 6. Can you predict what effect S. 1866, if enacted, would have on 
Western Union's rat^ structure? — divisions of revenues witii the IRCs? 

Answer. Western Union does not foresee that enactment of S. 1866 will have 
anv effect on it$ rate structures (see response to Question 5). If S. 1866 is enacted 
without "grandfathering" the IRCs' services, there will no lon^ be a requirement 
for division of revenues with respect to Hawaii services. While inclusion of "grand- 
fathering" will still require divisions of revenues with the IRCs, Western Union 
believes its current level of divisions of revenues with the IRCs is not excessive 
(and in some cases is clearly deficient) and that the IRCs are earning at overall 
levels that are excessive. Accordingly, Western Union does not sec enactment of 
8. 1866 as having any effect on divisions of revenues althougli it anticipates that, 
faced with a requirement to reduce their rates to meet Western Union's rates, the 
IRCs will be pressing for reductions in Western Union's level oi divisions of 
revenues. 

Question 7. If S. 1866 is enacted, is it Western Union's intention to seek FCC 
authorization to provide services to Hawaii which it is now prohibited from offer- 
ing because of Section 222? 

Answer. It is our firm intention to do so. (See response to Question 5 in this 
regard.^ 

Question 8. Other than Mailgram, what services will Western Union seek to 
offer to Haxraii? 

Answer. See response to Question 3. It is Western Union's intention to offer all 
itsS services to the cititens of Hawaii unless there is an absence oi demand for 
particular services. 
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Question 9, Is it your understanding that if S. 1866 were enacted, Western Union 
would still have to have FCC authorization on a case-by-case basis before it could 
offer any service to Hawaii? 

Answer. Given the enactment of S. 1866, Western Union concurs with the testi- 
mony of Mr. Hinchman that no carrier could legally provide domestic record 
services to Hawaii without first obtaining authority under Section 214 of the Com- 
munications Act. Western Union would be prepared to seek a blanket grant of 
authority to provide all its services to Hawaii. If contested, such application 
might fsol and require consideration by the FCC of Section 214 applications on a 
service-by-service basis. 

We have proposed an appropriate solution in our response to Question 2: an 
amendment to S. 1866 which affords authority to the domestic carriers to provide 
their authorized services to Hawaii and install whatever facilities are required to 
provide such service. 

Western Union International, Inc., 

New York, JV.F., July 26, 1977. 
Senator Ernest F. Hollings, 

Chairman^ Communications Subcommittee, Committee on Commerce, Science, and 
Transportation, U.S, Senate, Washington, D.C. 

Dear Senator Hollings: This in reply to your letter of July 21, 1977, call- 
ing for our responses to the Subcommittee's further questions concerning S. 1866, 
and according us the opportunity to comment upon other witnesses* testimony 
and to submit further draft language to better effectuate the legislative intent of 
S. 1866. 

At the outset, I reaffirm my support for S. 1866, a bill introduced by Senator 
Daniel K. Inouye on July 15, 1977, for the purpose of placing the State of Hawaii 
on the same statutory footing as the other 49 States for telecommunications 
purposes. 

All of the witnesses appearing at the July 21 hearing, both Government and 
industry, supported S. 18G6, with the single exception of The Western Union 
Telegraph Company (WUTelCo). One would have thought that WUTelCo should 
have supported S. 1866 because it would make WUTelCo eligible to serve Hawaii, 
subject to FCC approval. However, WUTelCo promised "to vigorously oppose the 
amended bill" unless it granted another monopoly to WUTelCo by ousting the 
international record carriers (IRCs) from continuing? to provide Hawaii/ Mainland 
services. (Transcript, p. 51). Alternatively, WUTelCo would not object to 
the IRCs continuing to serve Hawaii if Section 222 weie totally repealed, and 
WUTelCo gained access to the entire global market. (Transcript, p. 79). 

The following exchange during the hearing was instructive as to WUTelCo' s 
attitude : 

"Mr. Gallagher. As a matter of fact, I had read Mr. Hilburn's testimony be- 
fore the House. When he was talking in terms of total repeal, if I recall correctly, at 
that particular point in time he said he expected to compete with the International 
Record Carriers in Hawaii. 

"Mr. HiLBURN. We would certainly, if there were total repeal. 

"Mr. Gallagher. I rather then gather what Mr. Hilburn is saying, that if 
Hawaii comes into the picture in the same way as the other 49 states, then you do 
not want any competition. I think that is what you are saying. And you want us 
out; is that correct? 

"Mr. Hilburn. Yes. That is correct. If all you are going to do is make Hawaii a 
domestic point, then it should operate under the established domestic communica- 
tions rules embodied in the Act." (Transcript, pp. 79-80). 

WUTelCo has thus confirmed unequivocally my testimony of July 21 that: 

"History has, indeed, taught that WUTelCo aspires to the overseas foreign 
market, and is willing to use Hawaii — time and time again — to achieve its global 
goal. Total repeal of Section 222, under the guise of helping Hawaii, would have 
been special interest legislation for WUTelCo with no countervailing public bene- 
fits. On the other hand, S. 1866 is in the interest of the State of Hawaii because its 
amendment of Section 222 will place the State on the same footing as the other 49 
States." (WUI Supplemental Testimony, p. 7). 

The FCC's Common Carrier Bureau testified on July 21, erroneously in our 
opinion, that S. 1866 would "make unlawful" the IRCs existing authority at 
Hawaii. (Statement, p. 12). Accordingly, a grandfather clause must be added to 
S. 1866 in order to avoid any future FCC action excluding the international record 
carriers from Hawaii or freezing their existing operations, and thus either granting 
another monopoly to WUTelCo or according it a preferential status. 
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Section 222 (o) vosts important rights in the international record carriers which 
help them to buffer their consumers from the frequent WUTelCo rate increases 
for the hinterland handling of telegraph traffic to overseas points. The Ck>nmion 
Carrier Bureau interpolated "the additional thought" at page 26 of the transcript 
of the July 21 hearing which, admittedly, "has not been really discussed with the 
Commission." This "thought", if incorporated into S. 1866, would deprive the 
international record carriers of their rights to protect their consumers, and 
wvMild a^n relegate Hawaii to second class status because these consumer pro- 
loction rights would remain applicable to services between the Mainland and 
overseas foreimi points. The need for this consimier protection would be even 
greater were WUTelCo to reenter the Hawaii/Mainland market with its demon- 
strated predatory intent to eliminate competition and its acknowledged propensity 
for a monopoly on the Hawaii/Mainland route. (See pp. 7^-80 of lYanscript). 

To guani against WUTelCo's monopoly-oriented instincts and the Bureau's 
mistaken understanding of the consumers needs, we respectifully submit for your 
ev^nsideration our draft amendment to S. 1866. 

Section 222(a) (10) is amended as follows: 

The term "Continental United States" means the District of Columbia and the 
States of the Union, [except Hawaii] induding Hawaii^ prorided that Hawaii 
M«/; Nr txHnded from the dejiniiion of the "Continental United States'* wiihin the 
f>eKHri^*n9 of i^aragraph {e"^ of this sedion, TV auihorihf of any iniemational tele- 
fnivA (MmVr to operiie between Hawaii and any other point, foreign or downestic, 
dM( i*c«f 6r nr^iilrKifirf or impaired in ang manner tijf the ineimsion of "Hawaii** within 
the di^iinitio't «^ ^^Ot^uiirjwld/ United StaUs" nor shall sueh indusiam restrict or 
immair mn$ smeh carrier^s elifAil^iffor trpanded atiiharitg. (Italic indicates additions 
ana Mack brjMckels indicate deletlaiks>. 

Tbe attachment to this letter contains answers to each of tbe eig|it ciaestions 
all;MrlMKl to yvHir letter of July 21. I liave a&so explained in the !»l section of the 
attatfimient why :$ection 2Z2^e^ must remain applicable to Hawan, a» well as the 
Mainland, in ocvier to maintain the bene&ts of fair competition and the lowest 
i^NksottJibDe ratet^ foe the cv^nsomers. 

I tlttnk this :^bcoaunittee for giving us the opporconity. hRctcfore denied us 
by the fXW to be heiurd orafi^ cv^nonnung: Sectkwi 223 and for the farther oppor- 
tunHr tv> BBKuke this s«bcals$loii. I reispectful!^ reqw^ thaff th^ letter and its 
att^Khcdbent^ N^ UDie^»i^i wtthai thf ^^bcoatiaKttee s record of thi? proceeding. 
WV wis be c^etfeSiC^ to stapp^ any fnrther iniiMreaatKMi a^ aay l!e l e quue d by the 
:^feb«(Vflaauttee or its :^aJi: 
SbfececW^y yvcr^ 

£»wjkK> A. GALL&caxaL Rreside'^S. 

S^'Ttk^x .^^ IX^sis XoT Rnx IxTvaLXATWTiXJLL RxicKWj; Casxess:^ Fume Dohestic 

4(2^yM0itm.^l<^ dt 5vto! ^^^tBA^n that iW MlbsM!? ami anaa&cnr naitipii rather 
^ihiuaL a2bf ^lUhS^t^rcry '^ffctijPfit^ cf Sedtaunt :2::^ hix^ ^nf^naocii «^ IRO fn«i com- 
?«MS3i^ 31 :iJhf ik'imttec&r r^Nv^cti amirtietr^ 

JUkw^c. The :««a]nx»^cx T?wnpnnpe «?£ SiKWOi 212 ,nMS as^tL. ami Brvetr has. pre- 
^vKQMii tlhr IS^V> frviit: ^tcm^MiK aa libr OMnKOar ::««ci!a our^ii^. The iXXT has 
^9aj8ttiik;cT a£cid^^n.tt5 x*' ^etrsuitt IRC <mfir^ tsau*^ «^ sii^missQit jvcnir. ani ha^ al- 



Wtf ^x^ jikhnii^ i»<umiraiQt{^ «ntj:r cifcr%{C« ^tiJKr^ctH^Msim. v;£ SMsnna 2S on this 
ivitift ;it: v/ur ^nttci^ciiL >ftSQm>^iK5 ^ <^^ ^^ IM*«-.-. ^nc^isii^ ^ktofcanAunni Teie- 
Wiii»tisi9:ac:ini2> Il^tsiiisscr^ S ^ - U i ^ur^ - SiMtKOit .££:t >ic vvmumma&ifiiiiittF Att^'* at 
i<^!S^ ^^-tv}^ ami. :tt A^^^miiSL A. Fvtc xvmr v^^a>^{1tfx{1x»;tt.. "«{ iKiil jammK»e the 

T^ ti^K> 4£^ :t»fw^ ;saii. Jiklwai;?^ ^"^^ >>Na» 4ajc;^»ir*ja»£ ^ .xacry csim<ccsttg 

>; ^ ^ ;ta$»:^(!S^ >ittdss{!S^ :»)HkL 4i irtot^^teiin: ^racL%m jk$> ncuuiitiL indauL '«^i&«$- 
-ic tHiii^j^ft^ ^fntr::ftavfi^ ' ^tsu: 4^ :t«KUii«)^ ^^tn *^4»i:ttnticani2tL a M MMjy.T|jjfc ,«per»- 
^»ni^ ' :^^« 4^. i:: ^VC JlS^ Mi; ^ ^l^^ ««:£h^«:^t^ '^ ^^noiilir . . . nM^nph 

rV :»»:^rt|r ami. i^ilMm:^ >i^ itotcanciL^nwft. ^^tc^tc^i ^^msmun%caa»nw wddkm. the 
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definition of "international telegraph operations" in Section 222(a)(6). Never- 
theless, the FCC has ruled that WUTelCo is not "the sole authorized medium 
for acceptance and delivery of hinterland traffic" to and from international 
points (15 FCC 293, 317); and the FCC has on many occasions authorized the 
IRCs to perform this "domestic" function. (See, e.g., FCC Order FQe No. T-C- 
1806, 7/9/64, for IRC authority to handle international record communications 
from the Democratic National Convention in Atlantic City, New Jersey at 
"hinterland tariff rates."). 

The FCC authorized carrier affiliates of ITT World Communications Inc. and 
RCA Global Communications, Inc. to enter the specialized, value-added, and 
satellite domestic markets. If Section 222 did prohibit the IRCs from the domestic 
market, which it does not. Section 222(a)(3) would have prohibited the parent 
ITT and RCA corporations from establishing subsidiary domestic carriers; and 
the FCC, likewise, would have been prohibited from franchising them. 

Although Canada and Mexico are "domestic" under Section 222(a)(5) & (6), 
several international record carriers are authorized by the FCC to provide serv- 
ice between these countries and the continental United States. (See, e.g., FCC 
Order File No. T-C-1712-1, 3/12/71, for IRC authority to handle both terminal 
and transiting telegraph services between the U.S. and Mexico). 

Prior to World War II, RCA and ITT engaged in domestic telegraph opera- 
tions (55 FCC 2d 668, 679, footnote 19, see also FCC Statement of July 21, p. 2). 
Section 222(b)(2) authorized WUTelCo to acquire these operations, subject to 
FCC approval, any time after the WUTelCo-Postal merger. Therefore, the 
statutory language expressly recognized that the IRCs might continue their 
domestic telegraph operations. 

International merger had been proposed in Congress in 1943 (S. 2445) and, 
again, in 1958 (S. 4241). Either bill would have excluded the IRCs from the 
domestic record market. However, neither bill was enacted. Therefore, and con- 
sistent with the plain meaning of Section 222, the IRCs are not excluded by law 
from the domestic market. 

We regret that the FCC is persisting in its mistaken view that Section 222 
precludes the IRCs from the domestic market. In its Statement of July 21, the 
FCC's Common Carrier Bureau erroneously indicated : 

"While Section 222 permits the IRCs to accept and deliver messages in gate- 
way cities, it does not permit them to handle messages between gateway cities, 
from gateway cities to the hinterland, or between 'domestic' points." (p. 14). 

Four years ago, a better informed FCC correctly ruled that the IRCs could 
enter the domestic market: 

"The legislative intent [of Section 222] was not to protect Western Union 
from competition [by the IRCs] in the domestic communications market. Rather, 
it was the intent of Congress to preserve the then existing competition in inter- 
national communication which might otherwise be lessened or extinguished by 
the creation of the domestic telegraph monopoly authorized by Congress." 43 
FCC 2d 348, 354 (1973). 

OTP correctly noted in its July 21 testimony that Section 222 "has to be read 
to indicate that at least with respect to some domestic services the IRCs are 
authorized and do provide this service today." (Tr. 46). 

The present administration at the FCC, a quasi- judicial agency created by 
Congress, continues to maintain an adversarial position towards the IRCs re- 
garding Section 222. WUI was denied the opportunity of oral argument to present 
its explanation of Section 222 directly to the Commissioners (55 FCC 2d 668, 
675, footnote 19) for the purpose of attempting to persuade the FCC to avoid 
its erroneous 1975 ruling that WUTelCo was eligible to reenter the international 
market. On the other hand, the Federal Judiciary granted us the opportunity to 
be heard orally and reversed the FCC. (554 F. 2d 87, 2d Cir. 1976). The Court of 
Appeals, Second Circuit, also cited with approval the above quotation from the 
FCfC's 1973 decision that the 'legislative intent" of Section 222 "was not to 
protect Western Union from competition [by the IRCs] in the domestic com- 
munications market." 

On three recent occasions, we have called upon the FCC to prepare itself to 
explain Section 222 to Congress and to follow its traditional procedure by issuing 
a notice of inquiry concerning the meaning of Section 222, and to seek expert 
input regarding the impact upon the public interest of maintaining, revising or 
repealing Section 222. (See Appendix A to WUI's principal testimony of July 21). 
To date, we have had no response from the FCC which is persisting even before 
this Subcommittee in its mistaken view that Section 222 precludes the IRCs 
from the domestic market. 
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We thank this Subcommittee for giving us the opportunity, heretofore denied 
us by the FCC, to be heard orally concerning Section 222 and for the further 
opportunity to make this submission. 

Grandfather Rights for the International Record Carriers To Provide 
Hawaii/Mainland Service Are Essential in View of FCC Common Carrier 
Bureau Testimony 

Question. "Please comment on the following suggested draft amendment to 
S. 1866. Nothing in Section 222 shall prevent international telegraph carriers 
from accepting and delivering record communications by wire or radio between 
Hawaii and cities which constitute gateways approved by the Commission as 
points of entrance into or exit from the United States, or record communications 
between Hawaii and any points outside the United States, Alaska, Canada, 
Saint Pierre-Miquelon, Mexico, or Newfoundland/' 

Answer. We are, indeed, gratified that the Subcommittee and its Staff are 
considering a grandfather clause, which now becomes essential in view of the 
FCC Common Carrier Bureau testimony and the monopoly attitude of WUTelCo. 
We believe that certain modifications to your suggested draft amendment are 
necessary, and we are submitting our draft amendment for your consideration. 

explanation 

Although there are several minor technical omissions from your draft, such as 
"transmitting' ' (to be inserted between "accepting" and "and") and "remainder 
of Continental" (to be inserted before "United States" where the latter quoted 
term appears at two places), we are principally concerned that the FCC will 
voluntarily construe your draft as curtailing its authority, as asserted by prede- 
cessor FCCs, to authorize the IRCs to accept, transmit and deliver record com- 
munications in the hinterland, as distinguished from the gateway cities whose 
importance is imduly elevated in your draft. Also, your dfraft, unintentionally 
we are sure, further elevates the importance of the "gateway-city" provision by 
coupling it with the comprehensive terms "record communications," as con- 
trasted with the more limited service component thereof, "telegraph messages," 
which now appears in the current "gateway-city" provision of Section 222 (a) (5). 
"Record communications" include telex, leased channels, data, and many other 
services, in addition to telegrams. Moreover, the FCC may well freeze the existing 
services and facilities of the IRCs between Hawaii and the Mainland, based upon 
your draft, rather than accord the IRCs the opportunity to expand, improve and 
innovate services and facilities. 

Accordingly, we respectfully submit for your consideration our draft amend- 
ment to S. 1866, which, in our opinion, solves the above-mentioned prpblems. 

Section 222(a) (10) is amended as follows: 

The term "Continental United States" means the District of Columbia and the 
States of the Union, [excluding HawaiiJ including Hawaii, provided that Hawaii 
shall he excluded from the definition of the ^^Continental United States'* within the 
provisions of paragraph (e) of this section,^ The authority of any international 
telegraph carrier to operate between Hawaii and any other point, foreign or dpmestic, 
shall not he restricted or impaired in any manner hy the inclusion of "HawaiV* 
within the definition of '^Continental United States,*' nor shall such inclusion restrict 
or impair any such carrier's eligihility for expanded authority, (Italic indicates 
additions and black brackets indicate deletions) . 

A grandfather clause is essential in view of the FCC Common Carrier Bureau 
Statement on July 21 that S. 1866 would "make unlawful" (p. 12) thelRCs 
existing authority at Hawaii, although such testimony is incorrect in our judgment. 
A grandfather clause will also be helpful to protect the investment of our foreign 
correspondents in the submarine cables between Hawaii and California, as ex- 
plained under Question No. 4. 

Hawaii has Incurred no Significant Disparities in Services or Rates, 
as Compared With the Mainland 

Question, "Please describe the significant services which are not now available 
to Hawaii, and instances in which Islanders are charged substantially more than 
Mainlanders." 



• As explained hereinafter, paracrraph (e) should remain applicablt to Hawaii /Mainland 
record services in order to maintain fair competition and the lowest reasonable rates. 
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Answer. Hawaii has incurred no significant disparities in services or rates as 
compared with the Mainland. The Hawaii/Mainland route for telegraph services 
has benefited from greater competition, more service varieties, and lower rates 
than have been available between and among the contiguous states. 

EXPLANATION 

We have already contrasted our service improvements and rate reductions for 
Hawaii, with WUTelCo's rate escalation and service deterioration on the Main- 
land. Please see our principal testimony of July 21 at pages 28-33, and at Appendix 
B. Both WUI and RCA also elaborated on relevant rate comparisons during the 
July 21 hearing at pages 70-74 of the transcript. 

WUTelCo made two statements during its July 21 testimony that require 
clarification. First, WUTelCo testified that its domestic telex connection charge 
"is small" and "is in the neighborhood of a few dollars per month.'* (Tr. 77). 
WUTelCo's access charge is, in fact, $27.00 per month. Second, WUTelCo 
denied (Tr. 82) WUI's testimony that WUTelCo's telex and TWX "machines 
can't even talk to each other'' (Tr. 81). However, WUTelCo's Telex/TWX 1977 
Directory (pages 7&9) confirms that there is not any conversational mode or 
dialogue available between WUTelCo's telex and TWX machines because there 
is a store and forward "Info Master" barrier between them, and the users must 
re-dial to send each message. On the other hand, the IRCs provide a conversa- 
tional mode telex service between all of the U.S. domestic telex and TWX machines 
and diverse types of telex machines in hundreds of different countries. 

Foreign Correspondents Should Be Permitted To Continue Their Prac- 
tice OF Investing in Present and Future Facilities Between Hawaii 
and California in Order To Relieve the U.S. Carriers and Their Rate- 
payers From the Corresponding Revenue Requirement 

Qiiestion. "We understand there is a submarine cable from California to Hawaii 
owned by U.S. carriers and interncUional correspondents. If this is so, would the 
grandfather clause protect the international correspondents' investment? Would 
such protection be desirable from your point of view?" 

Answer. There are now three submarine cables between Hawaii and California, 
and a fourth has been mentioned as part of the next planning phase. The foreign 
correspondents are investors in each of the existing cables, and this practice 
shoulcf be continued in order to relieve the U.S. carriers and their ratepayers 
from the revenue requirements attributable to this foreign investment if it were 
shifted to the U.S. carriers. In view of the FCC Common Carrier Bureau's testi- 
mony, a grandfather clause — preferably the one proposed by WUI — ^is necessary 
to protect not only the foreign correspondents' investment, but also the U.S. 
carriers and their ratepayers. 

EXPLANATION 

During the last 20 years the foreign correspondents have continued their 
practice of investing in the Hawaii/California segment of the transpacific sub- 
marine cables, as well as in the Guam/Hawaii segment. Likewise, the U.S. inter- 
national carriers have invested in the Guam/Philippines and Guam/Japan seg- 
ments. This transpacific practice, consistent with a worldwide practice followed 
by the U.S. carriers with FCC approval, contemplates a 50-50 spUt of all facility 
costs and a concomitant approximately equal spUt of tariff revenues between 
each U.S. international carrier and its foreign correspondent. 

Foreign investment in the three Hawaii/California cables now approximates 
$19 million, and there would be an additional $22.5 million if the ongoing foreign 
investment share were projected into a new fourth Hawaii/California cable. In 
the comparable Caribbean circumstances of the Florida/Puerto Rico cable and 
of the two Florida/Virgin Islands cables, foreign investments now approximate 
$4 million, and there would be an additional $17 miUion if the FCC were to 
grant the pending appUcation for the third Florida/Virgin Islands cable. 
If the U.S. international earners were forced to assume these investment burdens, 
which could totaJ some $60 million, it is most unlikely that their foreign corre- 
spondents would agree to a corresponding increase in the U.S. carriers' share of 
the total tariff revenues. The consequent revenue requirement burden imposed 
upon the U.S. carriers would inevitably cause an increase in their rates or, at 
the very least, a postponement in any reductions in their rates. 

A grandfather clause pertaining to the IRCs' Hawaii/Mainland operations 
should serve to continue the existing practice with respect to foreign investments 
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in the Hawaii/ Mainland submarine cables. Continuation of this beneficial practice 
would also be supported by the inclusion of a clear statement of Congressional 
intent to that effect in the legislative history of S. 1866. There is ample worldwide 
precedent supporting the continuation of foreign investments in international 
tacilitiov^ located wholly within the domestic territory of another country. 

Before leaving this subject, we shudder to think of the adverse effect upon our 
Nation's foreign relations if the IRCs were to be ousted from serving the Hawaii/ 
Mainland route pursuant to the misguided position of WUTelCo, or if Hawaii 
became our sole western gateway for foreigpn commimications. Not only do the 
IRCs have existing contractual relations with their foreign correspondents per- 
taining to submarine cables, but they also have contractual correspondent relations 
which are the underpinning of our entire global telecommunications structure. 

Ir WUI IS Afporded Reoulatort Opportunities for Fair Competition, 
New Service Offerings and Lower Rates Might Follow the Enactment 
OF S, 1866 

QutsHon. ''What will be the eiTect of S. 1866» if enacted, on the possibility of 
new service offerings and the rates charged consumers in Hawaii and on the Main- 
land? Please provide suppcHrting documentation for your predictions." 

Answer. If WUI and the otk^ IRCs are afforded regulatory opportunities for 
fmr campfiiHon with WUTelCo, if the latter is ever authorized to serve Hawaii, 
new service offerings and lower rates might fellow enactment of S. 1S66. As ex- 
plained hei^^inafter, retention of Section 222(e> and its evenhanded regulatory 
application is necessary if the IRCs are to be afforded opportunities for fair 
competition. 

Action 222 Put Se Has Not Caused ant Delay in Obtainiko Services, 
SrcH A3 Electronic Mail, or Reduced Rates for Hawaii 

Qiii«#i0ii« *Sa) Do 3rou concur with the FCC that disagreemmt over the scope 
<nf :i>ecllon 222 has contributed greatly to the d^y in securing new services and 
facilities for Hawaiian points? 

vb^ If not« how do 3rou explain the delay in obtaining Mailgram snvice for 
Haw^: or the fact thst applications to movide innovativie domestic setellite 
$MAio(^ to Hawaii now provided on the U^^w Mainland have been challenged on 
Section 222 grounds? And how does tout answn- square with the FCC's further 
«tat<i»ent tluit integration of Hawaii into the domestic rate structure has been a 
ksniu tiitBcvilt process due at least in part \o Session 222 complications^' 

Answer « Section 222 fmr m has not caused anj drlav in obtaining services or 
leduofvi nites lor Hawaii. As esmUined in o«ur nmciptl tcistiiDonT of Ju^ 21 at 
payees I$-21 and in oar ^ter of June XI to the FCC in Appendix A to thai testi- 
nnony, the public doe^s not have our ElectJ¥»post Service to Hawaii at our lower 
cha;nc»r<$ he^uK^ of the FCCs adminisiVRition of the CooununicatiQns Act — not 
^ec*u5*^ of the :!*cv>pe v>f Section 222. With le^pect to Hawaiian rate integration, 
Wn^^i propw^ab wvi^ acc»ied br the FtX\ and WUI wv the in du atr y pace- 
:K4t<T in tlub i^P|nurd« uninhibited hT our stnnni: oppoailacA to the total npekk of 
;^fctii^ 222. Mory^ver^ any difllculti««^ with re«|»en to ^l e p h c og ^mwit g s and rates 
e^M^i not be attriNitiKi to Section 222 which has no app B t a t i on thereui. 

EXFULXJllfCK3? 

A^^^^v«».^T A tv' <v^r »rin«ipal tte^aixnony of Ju^ 21 oanta^m^ a ioor-pa^ chronol- 
<^|Cr ^irtai^i^ Wrr^ eooct:^ :«in<c Mar ^ I^«^ ^ <''^'<^ SiectiirvDoe^ siKriee between 
tlie l\:!v MauiuanA ani U^ v^v>^^s^Wfc? an^i Kv>fi^ points WtT< ssaxouwy eligi- 
^iti^ tv> j^rc^ Hav^ and the v>tk«r o\>«rr*«i? fv-wMs^ covk^u ry «aDr app&cation 
w«i ncwr at is5«»v Xeverthei^^^ the FOC ha? taaaa^a^nei a fre-Tear fxmsae on 
w«iBr xxCktatiNKv w^V «t the :«sii:9iie ti33>^ enttfcVMta^a^: Mj^jbcrs^ aapiScaKions from 




^tc ^ ,, , 

twic^ -raVvx that WlTeCvV «: no4 eiipSie tc wcx^iif .'^xi!fcj*«i> T>Kwee aervices to 
StNJi: I\S< *n.i f ^v^f^pi xv^^iat?^ 

IV «;nmatt9»rjC <s«it«oirt:^»a vil Mirrwc^ ^Kvxi.iiin^ Mas^snua ^s^K-eioe «o Hawaii 
^ijnr«f :<C^ »**rfci«i»^ the WrTe?0> ^^iai<*!*»c «rtir ^jsroc-^jc^e w^uf^ i? ah«n 35^ 
ho^e^K^r tii«; WlX^s^ wvvx'^WH.i K&^ft5v1¥v■*?« w*^^ 5y>r tiawas^ lit a? F»itian «f Sep- 
twftVc 1^ l#r^ tJ^ ^x- WtTii >«p!Mr t*?*?^ :«rc»j*. WVTthS> nomswl WUI 
^ 9kn) ?3ft$«0«^ii^ ^%.Nw WX!! :ii' ;ll^4e tv^ |hi»er ;il$ V^fts^ I aaii rsan HI fiMcrapost 
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services lower than Western Union's proposed Mailgram rates," and characterized 
our lower rates as "not legitimate." (p. 7 of WUTelCo Petition). Therefore, the 
freeze imposed by the FCC on WUI's electronic mail applications is forcing con- 
sumers to pay the higher prices sponsored by WUTelCo. 

Although subject to normal FCC regulatory delays, no innovative domestic 
satellite services to Hawaii now provided on the Mainland have been delayed be- 
cause of Section 222. On or about July 14, 1977, the FCC granted various applica- 
tions filed by WUI, RCA American Communications, and American Satellite 
Corporation to each construct special purpose domestic satellite earth stations in 
Hawaii, and to operate them with the existing WUTelCo Westar and RCA Satcom 
spacecraft, as the case may be. Also, there is a general purpose domestic satellite 
station in Hawaii operating with the AT&T/GT&E Comstar system. 

Accordingly, all of the domestic satellite systems serving the Mainland are now 
authorized to serve Hawaii. 

There have been no Section 222 impacts upon our Hawaiian rate integration 
program. WUI was the industry pacesetter in Hawaiian rate reductions, as shown 
in our attached letters of July 29 and August 16, 1976. By its Order of Novem- 
t)er 30, 1976, the FCC concluded, "that the rate integration proposals of the 
IRCs constitute a reasonable implementation of our policies in this area." 

If S. 1866 Were Enacted, WUTelCo Would Still Need FCC Authorization 
ON A Case-by-Case Basis Prior to Serving Hawaii 

Qy£stton. "Is it your understanding that if S. 1866 were enacted, Western 
Union [WUTelCo] would still have to have FCC authorization on a case-by-case 
basis before it could offer any service to Hawaii?" 

Answer. Yes. S. 1866 would authorize WUTelCo to file service applications 
under Section 214 of the Communications Act, and would empower the FCC 
for the first time to consider any such applications in the same way as those of 
any other carrier seeking to enter a new market. Congress should clearly manifest 
the intent of S. 1866 that no regulatory favoritism should be shown to WUTelCo, 
nor should that company's future Hawaiian applications be treated in any prefer- 
ential manner over those of any other carrier. 

S. 1866 Would Neither Curtail the IRCs Existing Hawaiian Authority 
Nor Disqualify Them From Obtaining Expanded Hawaiian Authority 

Question. "Is it your understanding that enactment of S. 1866 would in no way 
curtail the existing authority of the international record carriers to serve Hawaii, 
or prevent them from applying for any new or additional authorizations they wish 
to seek for service to that point?" 

Answer. For the reasons explained in our answer to your Question No. 1 above, 
enactment of S. 1866 would neither curtail the IRCs existing Hawaiian authority 
nor disqualify them from obtaining expanded Hawaiian authority. However, a 
grandfather clause to insure this public benefit is essential in view of the FCC 
Common Carrier Bureau's testimony, albeit incorrect, on July 21 that S. 1866 
would "make unlawful" (p. 12) the IRCs existing Hawaiian authority. A grand- 
father clause is also necessary in view of WUTelCo's monopoly-oriented approach. 
WUI's grandfather clause, as proposed above in our answer to your Question No. 
2, is designed to insure the public benefit of continued IRC authority to serve 
Hawaii and continued eligibility to seek additional authorizations to provide 
expanded or improved service at Hawaii. 

Section 222 Must Remain Applicable to Hawaii in Order to Maintain 
THE Benefits of Fair Competition and the Lowest Reasonable Rates 
FOR Consumers 

Section 222(e) vests important procedural and substantive rights in the inter- 
nationcd record carriers governing their interconnection relationships with 
WUTelCo, who controls their access to the hinterland of the U.S. Mainland. 
These rights include: (1) "a full hearing" before their more advantaged inter- 
connecting monopoly carrier could increase its share of the revenue divisions; 
and (2) divisions of charges and distribution of telegraph traffic which "will be 
just, reasonable, equitable, and in the public interest." No section of the Com- 
munications Act, other than Section 222(e), contains these explicit rights. Section 
201 contains far less substantial provisions regarding hearings and equitable 
standards. 
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Our Section 222(e) rights should survive any amendment of Section 222. 
They will be particularly crucial to the international record carriers' opportunities 
for fair competition in the Hawaii/ Mainland market if WUTelCo, with its domestic 
telegraph monopoly on the Mainland, ever receives FCC authority to enter the 
Hawaii/ Mainland market. Moreover, the international record carriers will have 
a greater opportunity to hold Hawaii/ Mainland rates at the lowest reasonable 
level if these carriers retain their rights under Section 222(e). 

Accordingly, we respectfully submit for your consideration our draft amend- 
ment to S. 1866. 

Section 222(a) (10) is amended as follows: 

The term "Continental United States" means the District of Columbia and 
the States of the Union, [except Hawaii! including Hawaiiy provided that Hawaii 
shall be excluded froTn the definition of the "Continental United States** within the 
provisions of paragraph (e) of this section. The authority of any international tele- 
graph carrier to operate between Hawaii and any other point, foreign or domestic^ 
shall not be restricted or impaired in any manner by the inclusion of "Hawaii** 
within the definition of "Continental United States /*" nor shall such inclusion restrict 
or impair any such carrier* s eligibility for expanded authority.** ^ (Italic indicates 
additions and black brackets indicate deletions). 

The FCC Common Carrier Bureau interpolated "one additional thought" at 
page 26 of the transcript of the July 21 hearing which, admittedly, "has not 
been really discussed with the Commission." 

The Bureau stated that: 

"Congress might consider an explicit statement that none of the provisions of 
Section 222 shaU apply to communications services to, from or within the State 
of Hawaii. . . . We believe that would solve many of the problems that I have 
outlined in my statement." (Tr. 26) 

Adoption of the Bureau's uncleared "additional thought" would perpetuate 
second class status for Hawaii in telecommunications. Whereas the IRCfs could 
invoke their "full hearing" rights under Section 222(e) as a bufifer for the con- 
sumers against WUTelCo's frequent increases in its charges for the hinterland 
handling of telegraph traffic to and from Europe, for example, the consumers 
would be stripped of such protection for hinterland traffic to and from Hawaii. 
The need for such protection would be even greater were WUTelCo to reenter 
the Hawaii/Mainland market with its demonstrated predatory intent to eliminate 
competition and its acknowledged propensity for a monopoly on the Hawaii/ 
Mainland route. (See pages 79-80 of July 21 Transcript). 

There were no valid "problems" (Tr. 26) presented in the Bureau's prepared 
statement of July 21 that would warrant elimination of the Section 222(e) con- 
sumer protections. 

The only alleged "problems" presented in the Bureau's statement revolve 
around its mistaken notion that, "Section 222 has had a particularly stifling effect 
on competition and innovation in international telecommunications and on the 
provision of telecommunications services to Hawaii." (Statement, p. 10). The 
Bureau appears to us to be arguing at pages 5 and 10 of its Statement that the 
formula, provided for in Section 222(e) to insure fair competition, has been 
"mooted" (p. 10) with respect to telex service — the IRCs largest volume service — 
arid that telex service is apparently "not subject" (p. 5) to the formula or to the 
protections of Section 222(e). 

Nothing could be further from the truth. The formula, expressly promulgated 
by the FCC pursuant to Section 222(e), provides the IRCs and their consumers 
with the following protections from WUTelCo : 

"We do not believe that we should limit the application of the formula to mes- 
sage traffic and leave another area of dispute witn respect to nonmessage traffic. 
This is particularly important since Western Union took the position that the 
present formula did not necessarily apply to nonmessage traffic. We believe that 
not only WU International but all the international telegraph carriers are entitled 
to specific protection in this aspect. We shall therefore amend the formula herein 
to provide specifically that Western Union's obligations with respect to furnishing 
uniform and nondiscriminatory services extend to all international telegraph 
traffic, both message and nonmessage." (30 FCC 323, 375). 

"X. Equality of treatment of international carriers and division of charges. 

Except as provided in Section III of this formula with respect to message 
traffic originating in certain gateway offices of the merged company, the services 



7 This last sentence's grandfather provision has already been discussed above under 
•Question No. 2. 
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furnished hy the merged c^mipany to the international caniers in connection with 
the handlmg of intemation?.! traffic ilx>th message and nonmessage or measun^l 
ser%ices and particularly interconnection such as tae viomestic Telex service of the 
merged company), covered by this formula shall he uniform and nondiscrimina- 
tory; and the (h\i?ion of charges for such outbound international traffic shall 1^ 
such that the merged company shall retain or receive, for landline haul in con- 
nection with international traffic handled by it, or for pickup ser\ices, amounts 
which ^lall \?e as prescril>ed from time to time, bv the Feileral Communications 
Commission." (30 FCC 323, 3S7-S). 

The Bureau was also in error when it indicated at page 17 of its Statement, 
without any supoorting reasons, that retention of both Section 222 and grand- 
fathering of the iRCs would, somehow, "aggravate the problem of introducing 
new carriers and services" to the Hawaii/' Mainland route. 

Senator Inouye exposed the iUogic of the Bureau's position and of its "additional 
thou^t" to eliminate totally Section 222's applicabiUty to Hawaii. 

"Senator Ixoute. But isn't it true that as far as the problem of introducing 
new carriers and ser\ices that you suggested would be aggravated if this amend- 
ment is passed? Isn't it true that you can solve that problem yourself, the FCC? 
Is that your responsibility? 

"Mr. HixcHMAX. Mr. Chairman, we can introduce new carriers and ser\ices 
with or without a repeal of Section 222, and with or without this language [elimi- 
nating Section 222's applicablity to Hawaii.] I think the Commission's point 
is, it is somewhat more difficult given provisions of Section 222. Domestic policies 
which have already been adopted favoring the introduction of new competitive 
suppliers do not apply. The courts have set forth some standards which we must 
adhere to concerning the introduction of each new carrier or each new ser\ice." 
(Tr. 27) 

Apparently the Bureau was referring to two landmark court decisions standing 
for the proposition "that new competition for the sake of new competition is not a 
legitimate objective in a regulatory environment." OTP's Statement of Julj* 21, 
at page 6, contains this quoted description of these court decisions as well as their 
citation.* If the Bureau was testifying that the legal criteria for additional domestic 
comi>etition is less rigorous than for international competition because of Section 
222 or otherwise, the Bureau was wrong again. 

Neither of these court decisions ever mentioned Section 222, and a voice- 
only service was the subject of the Hawaiian Telephone case. Moreover, both 
the RCA and the Hawaiian Telephone cases broadly delineated the national 
policy, as declared by Congress, over all competitive licensing under the Com- 
munications Act, domestic and international alike. The FCC itself, as distinguished 
from its current Bureau, has acknowledged that its domestic and international 
competitive licensing policies are governed by the same criteria. Please see the 
FCC's leading domestic competitive licensing decision, Specialized Common 
Carrier Services, 29 FCC 2d 870 (1971), which relies upon the RCA case {Hawai- 
ian Telephone came later) throughout, at pages 880, 881, 901, 902, and 910, 
among others. 

If we imderstand the Bureau's above-quoted testimony correctly, it would 
appear that the Bureau will try to evade the U.S. Supreme Court's competitive 
licensing criteria on the mistaken ground that such criteria apply onlj' inter- 
nationally, not domestically. 



»FC(7 V. RCA, 346 U.S. 86 (1953) ; and Hawaiian Telephone Co. t. FCC, 49S F. 2d 
771 (D.C. ar. 1974). 
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ADDITIONAL ARTICLES, LETTERS, AND STATEMENTS 

Apbil 27, 1977. 
Hon. RiCHABD E. Wiley, 
Chairman, Federal Communications Commission, 
Washington, D.O. 

Deab Ghaibman Wiley: When you appeared before the Subcommittee on 
Communications on March 21, I was deeply disturbed at the response you and 
Mr. Hinchman gave to my question whether there would be full integration for 
Hawaii-Mainland MTS service by January 1, 1979. 

Although the FGC is firmly committed to full integration by that date under the 
terms of its July 20, 1976 Memorandum Opinion Order and Authorization, your 
answer was less than unequiyocal as evidenced by the following colloquy among 
myself, you and Mr. Hinchman at the March 21, hearing. 

"Senator Inouyb. As I understand it, the rate integration proposal approved by 
the Commission consists of three steps. Step one, which has become effective on 
March 29, 1976, and resulted in an approximate one-third reduction in MTS rate 
levels between Hawaii and mainland. And my questions are these, Mr. Chair- 
man : as of January 1st, 1979, will there be full rate integration for Hawaii main- 
land MTS services? 

"Mr. Wiley. I am going to ask Mr. Hinchman to respond to that, Senator. 

"Mr. Hinchman. Senator, that is the commitment, as you have indicated, the 
Commission had and that — ^was contained in the order in the authorization for 
the satellite system. As you may be aware, there have developed problems among 
the various carriers and parties in terms of implementing the second. 

We have implemented the first step, the March 29 step. There are problems 
that could have impact on local rates if full rate integration is implemented 
unless successful resolution of matters such as separations of the revenue and 
costs of the interstate and intrastate service are concerned, 

"We have discussions ongoing with the carriers and the state at this time. 
In fact, I think there is another scheduled within the next week, trying to work 
out these problems that have arisen with regard to possible impact on local 
rates if full integration is implemented. 

"So far as the Commission's order is concerned, January 1st, 1979, is the date 
for full rate integration. I think we have a lot of work ahead of us to work out 
these problems so that we don't have adverse effects that were not perhaps con- 
templated in the basic concept. 

"Senator Inotjye. That is the announced commitment. Are you making every 
effort to see that that commitment is carried out? 

"Mr. Hinchman. Senator, we have been having meetings between the Bureau 
staff and all the parties at very frequent intervals when these problems arose. 
We are continuing to have meetings. I hope we will be able to present something 
to the Commission in the way of possibly working out the problems within the 
next few weeks. 

"Senator Inouye. Do you feel confident that the problems can be resolved in 
time for the second step and finally the third step? 

"Mr. Hinchman. That is very difficult for me to say, Senator. I certainly 
hope they can be. We have tried to work this on the basis of negotiation among 
the carriers involved. In the case of Hawaii, it is Hawaii Telephone and AT&T, 
and there has to be some agreement between those two in terms of separations 
and settlement of the division, allocation of interstate revenues. If they do not 
agree, we may have to go to a joint board-type of proceeding in order to do that. 
That would make it very difficult, frankly, to make it by our first date." 

Recently the Honorable Wayne Minami, Director, Department of Regulatory 
Agencies, State of Hawaii, testified at Committee hearings in Honolulu on S. 
1162, a bill to repeal Section 222 of the Communications Act of 1934, as amended. 

I took the opportunity of asking him if he was familiar with the FCC's March 
21, testimony before the Committee on MTS rate integration. 

Appended to my letter is a copy of the ensuing colloquy between Mr. Minami 
and myself. 

I would appreciate your definite answer to the question of whether the FCC 
intends to meet its deadline for Step II of MTS rate integration, i.e. July 1, 1977, 
as well as your answers to any questions raised by the colloquy between Mr. 
Minami and myself. 
Aloha, 

Daniel K. Inouye, 

Z7.iSr. Senator, 
(176) 
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Federal Communk ationn Comminmion, 

WaMhhttfton, n,r„ Map 0, lim. 
Hon. Daniel K. Inouye, 

U,8. Senate, Committee on Commerce, Science, and Tranfiportatinn, Wtmhiho^ 
ton, D,C, 

Deab Senator Inouye: In response to your letter of April 27, 1077 li«t itii* 
assure you that our July 20, 1977 Memorandum Opinion Onlor and AuthorlKntloii 
remains In effect. While there are still pending p<»tltl()nM for n»coni*ld««ni(lo« of 
that Order, the carriers serving Hawaii are under din'ctlon to liuploinmit HtMi 11 
of MTS rate Integration on July 1, 1977 and Btep III on Jumjury 1, ll>7l). TJ»# 
Commission has taken no action to modify these doudlineH. 

Since our tesUmony of March 21 the staff of th« Coiiiinon ('urrlor lliin^iiti 
has continued to assist in negotiations between A.T. St T. and llfiwailfiii *Vt»\^» 
phone relating to modified settlement agreements In ordor to mliitiiilmi tlii* 
impact of MTS integration on intrastate rates. I am hop<*ftil that thlK iimtti«r wJII 
be resolved shortly. 

As a means to reach a final solution based on (roMtM, am n*qulr<*d Uy tUt* Coti*. 
munlcatlons Act, it is our Intent to establish a joint board purMuatit to Ht^HUm 
410(c) of the Act in order to prescrii>e a separations pnH'Mnrn niftplUnUlt* Ut 
HawalL This effort should be c<mcluded prior to tlie final vlmmt^ Mt4^ nt MTM 
integratloii but, in any event, is not a e^mditlon ^vt^MUtui Up HU*\f 1\Vh 
implementation. 

If we can be of further assistance please do not he«itiit<$ Ut i'AmUud im, 
Plncerely, 

RwuAMf K. WtiJCY, Chaimmn, 



Fkdesal CouuvKiCATtonn (Ummtmtott, 

WoMhingUm, IKC, July ifi, Um, 
Hon. Daniel K. Inouye, 

17.5. Senate^ Committee an Commerce, Seienu and TranMyHtrUdUmf 
Washtnu^on, D,C. 

Deab Senator Inouye: This is in r**po«i«r to y/Air hfii^r 'U»UA Ju#>^ ItH, V/Il 
concerning the impact <tf S. 1162, a bill t/> repi^l ^;tMyn 222 *A Mt^. O/UfUtUfskM* 
lions Act of 1934, as amended. Your letter iiwrluded a n*iUiiAr '^ *^^^^ <fi*>eattir/ft* 
ccmeeming various ai^pects of the j>ropo«ed rep*ral of >$eeiv/rj 222 wis'i^t i l>*y*? 
80u^ to answer herein. The foUowimg are tbe q^j^^niifjuk *:fmUufj^A i$j yf/*j/ MUt 
of June 28, followed by <jut nrnpoomn: 

1. Does tbe FCC agree that tbe fuB^afiiAef/taJ ksw^ wfj'j^ *^j^%^ if^ju^ t$^ 
propoeed repeal of .Section 222 k tbe ebok>^ ?><etir*j** a ^''ioiftieitt^r'* ^/f *^k4Ai' 
national" 6e£mt'ifm apc/lical>le Uj lUiwim? 

The desgnatioD of iiavai] a« am ktterLtatiocial yAsA fo? yiry/n^^ '4 ¥^\¥m^ Ttl 
is, we believe, a fujadaxiiefrtal jMsoe 2cv<rh>>d Jbt 'y/EusiCeya^^^ of fe»p*wi,! *4 t|«rt 
Sertkm. Tbe C«rjrii«k«i b?iiev#* tbat Mkm r^fif^ii^j^./ji. 'jit u, )f/ui^ <y,*j«irtU*i 
with Havais'f vtat as ». '.«ie of tbe t4i i«tate^ asa*^ -riti. *JiMt ^>js^iix»it^ju * ibuMuo«44^ 
uiMier Section 1 of tbe 0:«zaBEnaikiitdOK« Aet V^ kdf'^c a^ievufeV: 0';itt;*uvtf.u«.:>^;«ii 
fvrriees at reitfyx-a.'.ie wieet to *'a2! of *JU>: V^Jf^ie of •Ju!: Vxyvec >fjia^^. ' »r^oi^ 
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any change in the present market separation would serve the public interest and 
in the regulatory context this question would be addressed on a case-by-case, 
service-by-service basi^ rather than the "blanket" consideration. 

Section 222 created the domestic/international dichotomy to deal with concerns 
resulting from the merger of Western Union and the Postal Telegraph Corp. 
These concerns are not relevant to today's record communications market. Our 
experience indicates that the artificial constraints of Section 222 have frustrated 
the Commission's efforts in dealing with communications proposals and delayed 
and sometimes foreclosed availability of low-cost, and innovative communications 
services. The Commission believes there is no necessity for retaining a statutory 
distinction between international and domestic record services. The public 
interest can better be served by reliance upon other, less rigid sections of the 
Communications Act to determine whether and to what extent particular sectors 
of the domestic and international telecommunications markets should be open or 
foreclosed to particular carriers, or to what extent these markets should be treated 
integrally. 

a. Could issues related to Hawaii and other U.S. offshore points be considered 
separately? 

Certainly, Section 222 could be amended to provide that Hawaii and other 
offshore U.S. points be designated domestic points. However, we believe that 
users in Hawaii and other offshore points, as well as those on tne U.S. Mainland 
are entitled to the benefits which would result from repeal of the entire Section 222. 

b. If S. 1162 were enacted, would it be clear that Hawaii and other points could 
not be classified as an "international" point for any purpose of the Communi- 
cations Act? If it could continue to be so classified in any fashion, please explain 
how and why. 

If S. 1162 were enacted, the geographical classification of Hawaii as an inter- 
national point would be eliminated. In no other section of the Communications 
Act are distinctions made between "international" and "domestic" points. 
Consequently, neither Hawaii nor any other point, would be designated as "inter- 
national" point. In Section 3 of the Communications Act, "United States" is 
defined as the several States, and Territories, the District of Columbia, and the 
possessions of the United States, but does not include the Canal Zone." This 
definition applies for all purposes of the Act, unless the context requires otherwise. 

c. If S. 1162 were enacted, would there be any remaining lawful basis for not 
fully integrating Hawaii into the Mainland pattern of rates and services? 

Since neither rate integration nor the more general concept of rate averaging 
are mandated by the Communications Act, rate integration is less a matter of law 
(other than procedural law) than of policy. Following enaction of S. 1162, the rates 
and services to Hawaii would continue to be subject to other provisions of the 
Communications Act, particularly those provisions relating to rates and tariffs 
in Sections 201 through 205 of the Act. However, those Sections have not prevented 
the Commission from following its current policy of integrating Hawaii into the 
U.S. Mainland pattern of rates and services. Indeed, in recent years the Commis- 
sion has made every effort to integrate Hawaii into the domestic system— through 
rate integration requirements, authorization of domestic satellite systems for 
Hawaii service, and authorization of Interim Mailgram service. The repeal of 
Section 222 should alleviate the difficulties experienced with the foregoing and 
should expedite authorization of additional services to Hawaii. 

3. Hawaiian Telephone Company has stated that: ". . . there are inherently 
desirable advantages for Hawaii to remain an international point . . . under a 
fully integrated domestic concept any economic advantages which might other- 
wise accrue to Hawaii will be averaged out to support the otherwise economically 
unsupported areas of the Mainland." 

Is such a likely result from treating Hawaii as a "domestic" point for tele- 
communications purposes? If not, what are the likely consequences for users of 
telecommunications services to, and from, and within the State of Hawaii? 

I am frankly at a loss as to the meaning of or reasoning behind the Hawaiian 
Telephone Company's statement. While it is perhaps possible that the rates for 
some telecommunications services to or within Hawaii are lower than the rates 
for comparable Mainland services, I am not aware of any specific examples of this 
and believe the general situation to be the converse. Thus, it is most difficult 
to see how any "averaging-out" process could work to the detriment, rather than 
the benefit, of Hawaii, Repeal of Section 222 would free the Commission to permit 
both international as well as domestic carriers to provide service directly between 
points of communications on Hawaii and the Mainland, if warranted. As Hawaiian 
Telephone points out, there are economic benefits to be derived from a multi- 
plicity of carriers serving Hawaii. Competition among the carriers and in certain 
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instances joint oflferings by the carriers have already shown positive results on 
lowering rates. Lowered rates have resulted primarily from the operation of 
domestic satellites capable of serving Hawaii and the recognition that these dis- 
tance insensitive facilities allow the integration of Hawaii into the domestic 
rate and service pattern. While rate integration by its nature means that costs 
of service will to some extent be averaged out, the Commission disagrees with 
Hawaiian Telephone's statement that the rate averaging inherent in integration 
may call for increased rates between the Mainland and Hawaii. The Commission 
has stated that no increase in rates between the Mainland and Hawaii intended 
merely to create a parity between this route and an equivalent Mainland route 
would be permitted prior to a determination of the impact of the proposed in- 
crease upon the Hawaii/ Mainland integration. 

4. The FCC has adopted a policy of competition with respect to domestic 
private line service. Are there any compelling reasons why the FCC's policy woidd 
not be in the best interest of the people of Hawaii? 

There is no compelling reason precluding competition in the provision of private 
line and specialized services between Hawaii and the Mainland. In fact, the Com- 
mission has already interpreted full rate and service integration in the private 
line and specialized carrier fields to mean the application of the same ratemaking 
and competitive policies applicable to Mainland carriers. While Section 222 limits 
competition for Hawaiian private line and specialized services, some private line 
rates between Hawaii and the Mainland are already lower than rates for equiva- 
lent Mainland services. We believe the repeal of Section 222 and the consequent 
increased opportunity for additional competitive carriers would serve to the ad- 
vantage of the Hawaiian communications user and encourage rate reductions as 
well as service innovations. 

5. From the standpoint of the interest of the people of Hawaii, and achieving 
lower television service rates to Hawaiian stations, is there anything inappropriate 
in using repeal of Section 222 as means for achieving those objectives. 

While the provision of television service is not a record service as defined in 
Section 222, we believe that repeal of Section 222 would help achieve lower tele- 
vision rates. At this time television service between Hawaii and the Mainland may- 
be provided by both voice and record carriers. As a result of the Commission s 
successful efforts to further its rate and service integration policies, the interna- 
tional record carriers in cooperation with Hawaiian Telephone provide commercial 
television service via the facilities of the COMSTAR (American Telephone and 
Telegraph/ GTE Satellite Corporation) satellite system. The rates for this service — 
$250.00 for the first half hour and $8.33 for each additional minute — are the prod- 
uct of negotiations between the interested carriers and the Commission, and are the 
lowest ever established for television service to Hawaii. In addition, sign on to 
sign off noncommercial television programming transmitted from the Mainland 
will soon be available to residents of Hawaii via WESTAR (Western Union) 
satellite transponders. Thus a domestic satellite carrier is making possible the 
complete integration of Hawaii into a television broadcast service. Despite these 
impressive inroads in reducing the high cost of television service and encouraging 
its availability in Hawaii on a par with the Mainland, we believe further in- 
roads into the status quo are possible through the introduction of additional 
domestic satellite carriers in the Hawaiian services. Repeal of Section 222 would 
hasten this participation by foreclosing the substantial delays applicants encounter 
due to the complex issues now inherent in their provision of services to Hawaii. 

6. Are there any compelling public interest or policy considerations why — 

a. the question of repeal of Section 222 should be consolidated with a general 
review of the Communications Act of 1934, as amended, or, 

b. the existing domestic/international boundary status be retained while the 
proposition of eliminating same be given thorough study and analysis? 

6. a. There are no compelling public interest or policy considerations calling 
for inclusion of the proposed repeal of Section 222 with the general review of the 
Communications Act. The general review encompasses numerous issues concerning 
broadcasting, cable television and common carrier matters which bear no relation- 
ship to consideration of the repeal of Section 222. Additionally, since Section 222 
is not part of Congress' original scheme of common carrier regulation but was 
enacted on its own to deal with a specific concern and without modification of 
the underlying regulatory scheme, it is appropriate that its repeal be considered 
apart from the general review of the Communications Act. Because of its separa- 
bility, Congress can consider Section 222's repeal without apprehension that 
coordination would be required with other matters to be considered in the genere 
review. 
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6.b. It should be emphasized that repeal of Section 222 would not automatically 
alter the structure of the international record industry. In the context of applica- 
tions filed pursuant to other Sections of the Act the Commission would be required 
to conduct a careful analysis of any proposed changes in the current roles of the 
IRC*s and Western Union. Thus the Commission considers study of the public 
interest effects of any potential action concerning the domestic/international 
dichotomy as desirable and, indeed, necessary. However, the continued existence 
of Section 222 is not needed to assure the sound formulation of United States 
policies for an industry typified by djmamic technological changes. 

7. Can the FCC unilaterally effect a telecommunications policy involving 
service between the United States and a foreign country? Must the foreign 
authority agree to such a policy? 

Under the Section 214 process of service and facility authorization, the Com- 
mission must determine whether a proposed expansion of service, service to a 
new geographic point, or service by a new carrier would be in the public interest, 
convenience and necessity. While the Communications Act does not specifically 
require that issues of international comity be included in such determinations, 
in fact, under the public interest standard international comity is often a con- 
sideration. While the Commission may formulate telecommunications policy, 
the implementation of that policy would be virtually impossible without the 
agreement of an affected foreign partner. For example, when Section 214 authority 
is granted a carrier proposing to provide service to a foreign point, such author- 
izations are of necessity dependent upon the existence of an operating agreement 
with the foreign entity involved. 

8. Can the FCC unilaterally effect a telecommunications policy involving 
service between the Mainland states and a so-called "offshore" U.S. point? 

The Commission can effect telecommunications policies involving service 
between the Mainland states and an off^ore U.S. point under its jurisdiction, 
just as it develops cohesive telecommunications policies for provision of domestic 
services. However, in the development of any policy, the Commission considers 
the views of carriers, state or territorial governments, communications users and 
others. The Commission attempts to consider the views expressed by all parties 
prior to the adoption of any policy, pursuant to the provisions of both the Com- 
munications Act and the Administrative Procedure Act. 

9. I understand that AT&T and the Hawaiian Telephone Company proposed, 
effective July 1, 1977, to integrate rates for private line service to Hawaii by 
using AT&T's multipoint private line (MPL) schedule that prevails on the Main- 
land, (p. 18, HTC's Comments) Is this correct? 

a. Have tariff revisions implementing this proposal been filed with the Com- 
mission? 

b. If not, is there any Commission action which prevents the carriers from 
filing such revisions or which suggest that they are likely to be disapproved? 

9. a. Tariff revisions implementing the Mainland multipoint private fine schedule 
for Hawaii have not been filed. However, in response to a request from the Chief, 
Common Carrier Bureau, AT&T and Hawaiian Telephone Company recently 
set forth schedules for private line services to Hawaii. These proposals, based in 
part on AT&T's Mainland multipoint private line (MPL) schedule, were objected 
to by the International Record Carriers, and in part, by the State of Hawaii. 
Petitions for reconsideration of our rate integration order, 61 FCC2d 380, were at 
that time before the Commission. In these petitions, parties argued that private 
line integration was a more complex issue than message toll integration and 
adoption of a Mainland schedule was too simplistic an approach. Subsequently, 
the Commission held that private line integration meant "Application of the 
same ratemaking and competitive policies applicable to Mainland carriers." 
Since that ruling, no carrier has submitted proposals to integrate private line 
services to Hawaii. 

b. Carriers have a right to file any tariff revisions they believe appropriate. 
Based on the carrier's treatment of earlier proposals, it is likely that various 
pleadings would be filed against any tariff filing proposing substantially modified 
rates. It is not possible to forecast what action would be taken imtil all pleadings 
concerning the filing have been reviewed. 

10. Is it a fair statement that Section 222 and disputes over the scope of Section 
222 have contributed to the delay in securing new services and new facilities for 
Hawaii points? Are such disputes likely to diminish? 

The Conunission believes that Section 222 and disagreement as to its scope hfive 
contributed greatly to the delay in securing new services and facilities for Hawaiian 
points. For example, because of Section 222's designation of Hawaii as an inter- 
national point, the Commission could not readily authorize provision of Mailgram 
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service as already provided on the U.S. Mainland by Western Union Telegraph 
Company. Additionally, integration of Hawaii into the domestic rate structure 
has been a long, diflScult process due at least in part to Section 222 complications. 
Further, applications to provide innovative domestic satellite services to Hawaii 
now provided on the U.S. Mainltuid have been challenged on Section 222 grounds. 
While interested parties may of course continue to contest proposed tariffs and 
service upon repeal of Section 222, the statutory limitations will no longer pose 
their overall stumbling block in the consideration of these proposals. We believe 
that consideration of such applications to provide service to Hawaii would thereby 
be expedited. 

I hope the above provides satisfactory responses to your questions. The Com- 
mission will be providing further amplification of its views on the repeal of Sec- 
tion 222, including issues concerning Hawaii's designation as an international 
point, on July 20 at the Hearings to be held by the Senate Subcommittee on 
Communications. 
Sincerely, 

Richard E. Wiley, Chairman. 



House of Representatives, 
Washington, D.C., Augvst 1, 1977, 
Senator Ernest F. Hollings, 

Chairmanj Subcommittee on Communications ^ Senate Committee on Commerce, Science 
and Transportation, Russell Senate Office Building, Washington, D,C. 
Dear Senator Hollings: Prior to your Subcommittee on Communications* 
recent hearings on S. 1866, a bill to amend Sec. 222 of the Federal Communica- 
tions Act of 1934, the Subcommittee staff inquired from my oflBce whether I was 
in favor of including Puerto Rico within the scope of S. 1866. 

As I stated at that time Puerto Rico is in the unique position of having a 
government agency, the Puerto Rico Communications Authority (PRCA), which 
actively competes in the Telegraph and Telex market. If Puerto Rico were classi- 
fied as a domestic point for purposes of Sec. 222 the effect on PRCA's operations 
and on the economy of Puerto Rico in general would be unclear. It therefore was 
and still is my position that it would best serve the interests of Puerto Rico not 
to be included within the scope of S. 1866 at the present time. 

It is my understanding that the Subcommittee on Communications plans a more 
thorough review of Sec. 222 sometime after the August recess. It is my hope that 
at that time the many unanswered questions regarding the effect of tne repeal of 
Sec. 222 on Puerto Rico will be discussed and clarified. 

As a final note I would like to commend the Subcommittee staff, particularly 
Ms. Mary Lou Joseph for handling this issue with both competence and sensitivity. 
With best wishes. 
Cordially, 

Baltasar Corrada, 

Member of Congress. 

Appendix B 

Services Offered By The Western Union Telegraph Company On The 
Mainland And Not Available In Hawaii 

Teletypewriter exchange <and related services 

1. Telex is the global standard, low-speed, business-oriented, record com- 
munications service. It operates at 66% words-per-minute at five-level Baudot 
Code and employs a three-row keyboard. It's available in Hawaii but at sub- 
stantially higher rates than on the mainland. TWX is used primarily in the 
rest of the USA and Canada. It operates at 100 words-per-minute at eight-level 
ASCII Code and employs a standard four-row typewriter keyboard. SDX and 
DDX services offered interisland by Western Union of Hawaii have many of the 
features of these two services. However, TWX is not offered between the main- 
land and Hawaii. 

2. Telex and TWX customers of WUTCO on the mainland have the option 
of owning their own terminals or leasing them from third parties ; thus, reduc- 
ing by as much as 50% the monthly charges paid to the common carrier. This 
option is not available in Hawaii. 

3. Infomaster is an interconnect ion computer system that permits messages 
to be exchanged by the Telex and TWX netwoi^ks as well as added value serv- 
ices such as : 
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4. Permitting the Telex or TWX customer to file his message with the com- 
puter if the addressee's terminal is busy. The computer then monitors the line, 
and when it*s free, forwards the message without the sender having to redial 
the call. 

5. Permitting the Telex or TWX customer to automatically originate Tele- 
grams, Cablegrams or Mailgrams directly from his terminal without the delays 
and possibilities of human error that would occur with manual refile by the 
common carrier. 

6. NiteCast is a computer-stored address service that permits convenient and 
reliable any-time-of-day transmission of multiple address messages (minimum 
of 35 to maximum of 250 per list) to unattended Telex and TWX stations for 
deliveries between 8:00 PM and 8:00 AM at substantial savings over normal 
rates. 

7. RediList is another computer-stored address service that permits Telex and 
TWX customers to maintain on file one or more lists to facilitate rapid trans- 
mission of multiple address messages by dialing the list number and transmitting 
the text of the message once. It differs from NiteCast in that there is no delay. 
Messages are transmitted at once at full rates to a mixture of Telex, TWX, 
Telegram and Mailgram addresses, depending upon the sender's preferred method 
of reaching each addressee on the list. 

8. thru 24. FYI Informational Services provided Telex and TWX customers 
on the mainland with a variety of reports on a dial-in basis. The customer pays 
only the normal charges for the call — nothing for the information provided in 
response to his inquiry. 

New8, — Latest news bulletins from 7:30 AM through 8:30 PM. Updated 
hourly. 

Sports, — Latest sports news from 8 :00 AM through 12 :00 Midnight. 

Finance. — Latest business bulletins from 9 :00 AM through 7 :00 PM. Up- 
dated hourly. 

Market. — Latest stock market averages from 11 :00 AM, with market com- 
mentary starting at 9 :00 AM. Updated hourly until 5 :00 PM. 

Currency. — Foreign exchange and domestic money rates starting at 9 :00 
AM until 5 :00 PM. Updated every other hour. 

Special.— The big stories of the day. Updated at 8 :00 AM, 1 :45 PM and 
5:00 PM. 

Weather. — Two-day forecast for 20 principal cities. Updated at 8 :00 AM 
and 8 :00 PM. 

Metal. — ^Domestic copper, silver and gold futilre prices from 10:45 AM 
to 1 :00 PM for metals open. 3 :40 PM to 9 :44 AM for metals close. London 
metal market from 9 :45 AM to 10 :44 AM for metals first session. 1 ;01 PM 
to 3 :39 PM for metals second session. 

Chrain. — Wheat, corn, oats and soybean commodity prices from 11 :00 AM, 
commentary 8:00 AM to 11:00 AM. (Opening, mid-session and closin^r.) 

Livestock. — Cattle, live hog, pork belly and egg prices from 11:00 AM, 
commentary 8:00 AM to 11:00 AM. (Opening, mid-session and closing.) 

Sugar. — Sugar, cocoa and coffee commodity future prices from 11 :30 AM. 
( Opening, mid-session and closing. ) 

Oold. — Gold future prices, from 10:30 AM. (Opening, mid-session and 
closing.) 

Lumber. — Lumber, plywood and stud lumber, future prices from 12:00 
Noon. (Opening, mid-session and closing) . 

Cash. — Cash prices on 22 agricultural products from USDA. Updated 4 :30 
PM daily. 

Congress. — ^Daily report on legislation affecting business from the U.S. 
Chamber of Commerce. Updated 10 :00 AM. 

Trading Reports. — On all common and preferred stocks traded on the 
American and New York Exchanges and most Over-the-Counter issues. In- 
formation furnished consists of previous close, open, high and low for the 
day, last price and volume. 

25. News Alert is a yearly subscription service available on the mainland to 
Telex and TWX customers. There is a nominal charge for these automatic bulle- 
tins which are transmitted from UPI to the customer's terminal as Important 
events occur. 

26. Pollution Alert broadcasts to designated subscribers of emergency situa- 
tions regarding both air and water pollution problems. 

27. Science Alert broadcasts to designated subscribers of special worldwide 
events of scientific interest as they occur. 
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Mailgram services 

28. Terminal Originated Mailgram Senice permits Telex, TWX and Infocom 
customers to originate Mailgram traflBc at substantial savings over the rates 
charged for telephone or counter-originated messages. This is not available in 
Hawaii under the present FCC-sponsored multi-carrier agreement. 

29. Computer-Originated Mailgram Service — Magnetic tape may be prepared 
by the customer or a data processing service bureau. Alternatively, direct com- 
puter-to-computer (using bi-sync transmission) message origination is possible. 
Rates for these messages range from $1.05 each for the first 600 characters 
and 35^ each for additional blocks of 600 characters to the same address, down 
to as low as 77^ per message on special quantity discounts. 

30. Stored Mailgram Sen^ice permits subscribers to store addresses and texts 
for use to input Mailgrams by toll-free telephone and acoustically-coupled 
Mailgram terminals. Up to three inserts per text can be made, maximum of 
twenty characters per insert. Stored Mailgram is a service of Western Union 
Electronic Mail, Inc., which is a separate subsidiary. 

Other Mailgram service options 

31. Business Reply Mailgram (BRM) — Available on computer magnetic tape, 
hi-sync or WUEMI. 

32. Certified Delivery — ^Available on magnetic tape or bi-sync-originated only. 
Receipts showing signature of recipient and delivery date forwarded to sender 
by Western Union. 

33. Confirmation Copy — Available on telephone-originated and WUEMI Mail- 
grams. Copy returned to sender via first-class mail or Mailgram at sender's 
option. 

34. Re turn Address Option — ^Available on computer magnetic tape, bi-sync, 
Telex, TWX or WUEMI. Permits sender to show return address other than 
WUTCO Middletown Computer Center. 

35. Address Correction Requested — Available on all input methods. Mailgram 
is forwarded to new address and address correction notice is mailed to sender. 
This is a service of USPS. Fee of 25^ per notification is collected by USI*S from 
sender. 

Public office services 

36. Datagram provides an inward communication service whereby messages 
telephoned to Western Union's Central Telephone Bureau's toll-free number 
are transmitted to Telex and TWX subscribers on their terminals. 

37. ResponsePhone tells callers where to purchase or see advertised products 
or services, utilizing a single toll-free number. Also conducts telephone surveys 
of all types and performs sales solicitations. 

38. Commercial Money Order Service — ^Telephone-to-telephone Money Order 
Service which permits sender to originate Money Orders by telephone through 
the Central Telephone Bureau without specifying destination. Payee then selects 
Western Union oflSce or agency paying location which calls the Money Order 
Center, verifies the existence of the Money Order and receives authorization to 
may payment. 

39. Credit Card Money Order — ^A special form of telegraphic Money Order 
Service whereby individuals with Master Charge and Bank America Credit 
Cards can send up to $300 by calling Western Union's Central Telephone Bureau. 

40. Personal Opinion Telegrams — Messages may be sent to the President, Vice 
President, Congressman and Senators at Washington, D.C. or to specified state 
officials at the respective state capitals at reduced rates. 

41. Infocom Service — Subscribers to Infocom share a mainland system of 
interconnected computers which provide stored-and-forward message switching 
capability yet assure complete privacy and integrity of each network. Computers 
are located on Western Union premises and are programmed, operated and 
maintained by Western Union personnel. Infocom subscribers can exit their 
system and send to Telex, TWX, Mailgram and public message (Telegram and 
Cablegram) addresses. 

42. Sicom — An InfoCom-type service for the securities industry. Full redun- 
dancy is employed throughout to eliminate any possibility of service Interruption 
or lost traflSc. Additional data processing services (Order Match, etc.) are avail- 
able through Western Union Data Services, a separate subsidiary. 

43. Hot/Tjlne — An Instant, no-dlal, point-to-point, metered telephone service 
furnished between preselected cities over dedicated groups of shared trunk facill- 
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ties. The rates are substantially below the prevailing long-distance t^ephone 
rates. 

44. SpaceTel — A metered, private line, voice/data service which utilizes a com- 
bination of WE STAR satellite and terrestrial microwave channels. The service 
was designed to fill the gap between Hot/line and Dedicated Satellite Channels. 

45. Broadband — ^Alternate data/ voice channels offered at varying speeds (1200, 
2400, 4800, 9600 baud rates) with concentrators and shared trunk facilities to 
reduce intercity rates. 

Transmisaion^only private wire services 

46. DataCom — A low- to-medium speed, point-to-point transmission service us- 
ing time-division multiplex equipment. This is used primarily by large corporate 
customers in linking remote terminals to specialized computer systems for reser- 
vations, credit information, etc. 

47. Multipoint Data Services (MDS) — Another transmission service specifi- 
cally tailored for large businesses. It employs solid-state synchronous repeaters 
for further concentration of information to and from computer-based communica- 
tions and/or information systems. 

48. Westar — ^There are a variety of service offerings, including : 

Voice Grade Channels. 

Alternate Data/ Voice Channels (4-Khz or 48-Khz) — Voice grade may be 
conditioned or unconditioned at customer's option. 

Data-Only Channels — To 56-Kbs for point-to-point multipoint transmis- 
sion. Channels are conditioned for data transmission. Wideband Channels 
( 48-Khz., 240-Khz and 1.2-Mhz ) . 

High-Fi Audio Channel Service — 15-Khz multichannel service for stereo 
or quadriphonic radio broadcast 

Transponder Service — Entire transponder with bandwidth of 36-Mhz may 
be used for voice, alternate data/voice, wideband, video transmission service 
or any combination within the limts of 36-Mhz bandwidth and the customer's 
channel derivation equipment. 



Statement of John W. Bystrom, Professor, University of Hawaii 

Mr. Chairman, my name is John W. Bystrom. I am Professor of Communica- 
tion at the University of Hawaii. The views expressed here are mine, however, 
and not those of the University. I also serve as Director of the Peacesat Project 
(Pan Pacific Education and Communication Experiments by Satellite) that since 
1971, has operated the world's only international educational satellite network 
and an Executive Secretary of the Peacesat Consortium representing foreign 
and domestic educational institutions. In 1971, at the request of the late Governor 
John Bums of Hawaii, I served as Chairman of a special Committee to prepare 
Hawaii's position on the Domestic Satellite question then before the Federal 
Communications Commission. The development of domestic satellite services fol- 
lowing the FCC's decision (Second Report and Order, 16 June 1972) has outlined 
Section 222. 

Repeal of Section 222 is the right action at precisely the right time. A new 
competitive environment has developed in domestic telecwnmunications and it 
is particularly important to Hawaii located over 2,000 miles from the nearest 
contiguous state. Because the cost of satellite commimications is larg^ insen- 
sitive to distance, Hawaii can be a major beneficiary. 

INCREASED COMPETITION NEEDED 

The removal of Section 222 is dictated by 10 years of public policy action, 
the main purpose of which has been to expand competition in domestic tele- 
communications. At the same time competition in international communications 
remains necessarily limited. Deletion permits Hawaii and the nation to obtain 
benefits of greater competition and encourages private industry to depend on 
effective planning and management for rewards. This action is consistent with 
the views of the Federal Communications Commission expressed in the Second 
Report and Order and with State of Hawaii comments to the FCC (October 22, 
1971) prepared by a Governor's Committee made up of Dr. Shelly Mark, then 
Director of the Department of Planning and Economic Develc^ment, Edwin 
Honda, then Director of the Department of Regulatory Agencies, Richard Sasaki, 
private attorney, and myself. Your oflSce, Senator, was especially Helpfdl in our 
study of this problem for Hawaii. 
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SECTION 222 NO LONGER DESIRABLE 

Arguments advanced earlier in favor of Section 222 are no longer valid. For 
example, it has been said that Hawaii must remain an international point in 
order that its traflSc go to support of the U.S. chosen instrument, the Com- 
munication Satellite Corporation and Intelsat. However, as the State said to the 
FCC in 1972, Hawaii's citizens should not be required to carry the costly burden 
of a national policy that belongs equally to all citizens. 

At one time Hawaii was responsible for nearly a third of Comsat's gross in- 
come. It is important to note that today that high percentage has been dramati- 
cally reduced. It was argued that if Hawaii were treated equally with other 
States, the cost burden created by this distance would be shifted to users in other 
States. However, as the FCC has responded, the relatively high charges which ac- 
company the application of foreign rather than domestic rate and service patterns 
Inhibits the free flow of communication between Hawaii and other States **to 
the disadvantage of all our citizens." Satellite communications provides a sound 
economic basis for rejecting distance as a major factor in rate making and for 
eliminating special treatment for Hawaii. 

A third argument has been competition in Hawaii is not desirable ; poorer serv- 
ice will result at greater cost if there is a proliferation of competing services. 
This is not unlike the view of the British Post Oflace and most foreign government 
telecommunication monopolies. In.stead, the American position should be applied 
to Hawaii. That is that private competition, limited by government regulation, 
State and Federal, produces the best service in the long run. 

DELETION CONSISTENT WITH PUBLIC POLICY 

Repeal of Section 222 is no sudden bombshell. It gives full effect to the FCC 
domestic satellite policy. The State of Hawaii requested and the FCC agreed 
that (1) domestic satellite companies should serve Hawaii (as well as Alaska and 
Puerto Rico) ; (2) Hawaii should be included in domestic rate averaging; (3) 
reduced educational rates should become available. 

DOMESTIC SERVICE TO HAWAII 

The comments submitted by Governor John Burns, October 20, 1971, asked 
the FCC to require all licensed domestic satellite syjstems to serve Hawaii. The 
FCC responded favorably, and in its Second Report and Order (Docket No. 
16495) it required domestic communication satellite systems to be capable of 
service to Hawaii. A stronger competitive environment now exists domestically 
provided Hawaii is free to exploit it fully. 

EQUITABLE BATES 

Hawaii has never participated in the low dome.stic average rate schedules 
approved by the FCC for the contiguous States. The great distance that separates 
Hawaii from other states has in the past been reflected in higher costs. The 
State in its comments to the FCC contended that with the introduction of distance 
insensitive satellite service, the separation was no longer an important factor in 
determining costs. 

This argument was endorsed by the FCC. It said that the advent of services 
via domestic satellite facilities should be accompanied by the integration into do* 
mestic rate patterns of charges for telecommunication jservice between Hawaii 
and other states. 

The FCC 4id not take immediate action, however, for the reason that it might 
harm the investments of operating telecommunication companies. It advised 
companies to begin to adjust rates downward and a comparison of 1977 rates 
with those of 1971 demonstrates that private industry has complied. Six years 
have passed. There have been clear warnings and a reasonable transition period. 
Now is the time to repeal Section 222. 

IMPORTANCE TO EDUCATION 

BwauKe of its remote location it is particularly desirable for the University 
and oth<»r educational institutions in Hawaii to develop telecommunication links 
with fditcaflonal resources on the continental United States. However, as th^ 
Stnti' of IfMWRli stated to the FCC : 
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^Institutions cannot, witliin present tariffs, develop the channels of communi- 
cation necessary for library networking, research data links, faculty consulta- 
tion, exchange of instruction and administrative dialogue with education centers 
in the continental United States." 

The University and other Hawaii educational institutions require special low 
cost rate schedules if they are to develop the relationships with other Univer- 
sities and educational institutions essential for quality research and education 
within severe budget restrictions. 

It is important to note that under Federal policy domestic carriers are encour- 
aged to provide reduced rates to educational institutions. Provisions in both the 
I*ublic Broadcasting Act of 1967 and the Higher Education Act of 1068 encourage 
free or low cost rates for qualified domestic institutions. I confess to a special 
interest in seeing the benefits obtained by my home state because I had a role 
in drafting these provisions while serving in the U.S. Department of Health, 
Education, and Welfare. The Governor's committee felt that reduced interstate 
rates were vital to quality education in Hawaii. 

The FCC's response in its Second Beiport and Order was to recognize that 
Federal encouragement of free or reduced rates for education was a "well-estab- 
lished national policy." It stated it would entertain "specific projKwals by carriers 
or users to gain these rate advantages." Although this can mean the saving of 
many hundreds of thousands of dollars annually for the University of Hawaii 
and the State of Hawaii, no action has been taken to obtain rate relief. While 
I do not speak for the University of Hawaii, an excellent explanation is the 
absence in Hawaii of the competitive environment that exists elsewhere In the 
United States. An essential bargaining condition, from the standpoint of the 
University, is to have a number of domestic carriers bidding for its business. 
In this way the lowest rates based on incremental costs can be mutually agreed to 
by the user and supplier for approval by the FCC. The repeal of Section 222 
placing Hawaii clearly within the domestic service area, has the potential of 
opening new avenues of negotiation. Four domestic satellite companies have 
established operating domestic networks under the FCC Order requiring service 
to Hawaii. 

An example of what may become available to the University of Hawaii with 
a more competitive climate is the current telecommunication service at a major 
midwest University. This system permits non-toll calls to any point in a large 
state, and to a dozen major U.S. urban centers including Washington, D.O. B\ir- 
thermore professionals in the State are linked to the campus in a regular tele- 
conferencing and consulting service to support statewide continuing and Inservice 
education. This system has been negotiated on a competitive baste from private 
industry and the cost compares favorably to previous expenditures for a tradi- 
tional limited campus inter-communication service. 

Reduced domestic educational rates are also directly in the national interest. 
Hawaii should become the vital link that brings together the health and educa- 
tion enterprises of the United States with those in the Pacific and Asia. The 
University of Hawaii is the initiator of the world's only international educational 
satellite network involving institutions in sixteen nations. The Peacesat Project 
(Pan Pacific Education and Communication Experiments by Satellite) has func- 
tioned for six years in the Pacific. 

It now proposes a new experiment with new experimental satellite coverage 
extending from Hawaii to Tehran. At Hawaii the experimental system should be 
linked to U.S. educational institutions by commercial domestic satellite systems. 
The result will be direct communication between U.S. institutions and partici- 
pating Universities in the Pacific and Asia. 

The ability to obtain reduced educational rates from U.S. domestic carriers Is 
clearly essential. Cooperating private carriers would benefit, of course, because 
they would use established capacity, currently going to waste. In order to pro- 
duce added return on investment. 

CONCLUSION 

No guar.'^ntee can be made that specific benefits and precise new communication 
services will result from deletion of Section 222. What can be said is that the 
i-ecognition of Hawaii as part of the domestic telecommunication system rather 
than the International system will increase fiexiblllty for users and increase 
competition. Although new opportunities will be provided, final outcomes will be 
dependent on the aggressive action by users and the entrepreneurial skill of the 
carriers. 
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Honolulu, Hawaii, April 21, 1977, 
Soiiator Daniel Inouye, 
Jiichard Russell Building, 
Washington, D,C. 

Dear Senator Inouye: I attended the hearing on Senate Bill 1162 in Hawaii 
and would like to forward you some comments on what I believe were salient 
points. 

First, I would like to qualify my remarks by saying that I am neutral with re- 
spect to the views of the public and the telephone company and that I am some* 
what qualified to evaluate the issues, having many years of experience and ad- 
vanced level training in public administration, computers and communications 
systems, and economics. I am also the Vice-Chairman of the Hawaii Public 
Broadcast Authority and I believe that Hawaii is in a position to greatly bene- 
fit from the technology if legal and political barriers can be broken down. The 
elimination of Section 222 is an important step in that direction. 

The particular points on wliich I would like to comment are: (1) The position 
of Hawaiian Telephone Company, and (2) The question of whether competition 
will raise or lower rates. 

(1) The position of Haicaiian Telephone Company on Section 222. — ^Hawaiian 
Telephone Company believes that it is the only company capable of servicing all 
(or almost all) of the point-to-point telecommunications needs of the people of 
Hawaii. Its argument for keeping Section 222, 1 believe, will ultimately be based 
on the capital investment costs of the equipment necessary to provide these serv- 
ices. In the case of the provision of telephone service, this is an extremely valid 
argument, since the plant and equipment expenditures take many years to 
amortize. 

The problem in balancing amortization payments versus adapting new technol- 
ogy for new services is certainly a difficult one and this is precisely why we have 
a regulated monopoly. 

Hawaiian Telephone Company, however^ does not have the monopoly over non- 
telephone services. In this day of advanced technology, the capital equipment 
costs are, by proportion, much less than the costs for setting up the telephone 
plant many years ago. Hence, the basis for a regulated monopoly for provision of 
new services does not exist. 

Hawaiian Telephone's basic dilemma is that they perceive themselves as 
tlie dominant supplier of all point-to-point telecommunications services rather 
than just of telephone services. 

By doing this, they may well be eroding their ability to provide good telephone 
service hy putting capital investments into areas that may be better served by 
other carriers. Rather than putting their resources into improving the mediocre 
service we now receive, they are competing with other suppliers and impljring 
that increased competition may result in higher rates. 

(2) The question of ivhether competition tcill raise or lower rates. — The 
technology is improving to such a degree that satellite-based telecommunications 
cannot help but be more cost-effective in the future. The companies that enter 
competition early will have the advantage of capturing the initial market. The 
companies that enter later will have the advantage of lower cost plant and 
equipment expenditures. Competition, economic adaptation of available equip- 
ment, and good business sense will determine who gets the market 

The price vs. cost ratios are rather high in the telecommunications industry, 
implying that the potential for profit is tremendous. Prices charged for service 
do not necessarily correspond to the cost of providing that service. Hence, the 
price will be determined by what the market is willing to pay. If the p^ubllc has 
only one supplier, there is only one choice: pay or do without. With competi- 
tion, given a low-cost/high price situation, the price will drop. Given the rate 
of cost-efficient technical development, there is no way that competition can 
increase prices for the public. Competition will only decrease profits for Hawaiian 
Telephone at the expense of the other services they provide. 

In summary, Senate Bill 1162 will probably be beneficial to the residents of 
the State of Hawaii. It remains for the State Public Utilities Commission to 
make sure that competition practiced by the Hawaiian Telephone Company does 
not have adverse effects on the services they are specifically responsible to pro- 
vide. I urge you to pass it. 
Very truly yours, 

Kaben L. Ah Mai. 
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Statewide Telephone Users Committee, 

Kaneohe, Hawaii, April 18, 1977, 

To: Witnesses testifying before the U.S. Senate Subcommittee on Communica- 
tions and Friends. 

Gentlemen : As you probably noted in the press, Senator Inouye observed that 
13 out of the 14 speakers were in favor of deletion of the section leaving only 
Hawaiian Tel opposed. To us at STUC, this is a tremendous victory ; not be- 
cause anything specific has been won but because it is the first time so many 
representatives of the telecommunications industry in Hawaii have spoken out 
in unison. Others would have liked to have been heard. 

The question of competition between common carriers was the dominant 
theme. The majority clearly indicated their desire to see additional carriers 
serving Hawaii. As the only intervenor in Hawtel's application for 10.6 million 
dollar per year intrastate rate increase, STUC has seen continuing examples of 
how the utility ignores the needs of Hawaii in favor of the corporate desires of 
their parent General Telephone & Electronics. This rate increase has now been 
held off for 27 months and a decision is due soon, possibly to be appealed. Fol- 
lowing this docket, the Public Utilities Commission is committed to resume an- 
other which will investigate how the phone company designs and structures its 
rates in Hawaii. 

Pending further U.S. Senate action and ultimate deletion of Section 222, it 
seems essential to keep the pressure on. From the remarks of all of you and 
the thinking of many others who did not get to speak, there is an entirely new 
ballgame waiting for Hawaii if 222 is deleted. STUC believes that with the tech- 
nology available today telephone service per se is a thing of the past and that 
present teleirtione networks must be made available for all types of electronic 
transmission regardless of what form and by whom originated. Major surgery 
will be required on more than the Communications Act. The State of Hawaii is 
an excellent place to begin. There is an axiom about introducing new service 
offerings : "You go where existing services are the least sophisticated." Hawaii, 
in its archipelagic isolation, seems ideally suited ! 

To take advantage of the gain made Friday, there is opportunity to move 
forward locally on an intrastate basLs as well as nationally in interstate. Hawaii's 
ninth legislature, now concluding its regular session, has heard several matters 
of telecommunications interest but has not acted in any significant way. During 
the interim before the next session begins in January, we hope that more 
alertness will be shown to the social and economic potentials of advanced tele- 
communications in Hawaii, or are we to miss out on it all? 

The Oflace of Telecommunications in the U.S. Department of Commerce begins 
its latest Progress Report with the words : "The first industrial revolution was 
an attempt by man to extend his muscles; the second (electronic) industrial 
revolution is an attempt to build an extension of his brain." The oflSce further 
identifies the barriers hindering the quickest possible application of new tele- 
communication development as, "technological, regulatory and economic." In 
Hawaii we have viable approaches to all of these. 

To keep the ball rolling, we are soliciting your participation in STUC, a non- 
profit corporation, funded entirely by member contributions with no axes to grind 
for any organizations other than the public as a w^hole. The original founding 
officers are willing, if not eager, to be replaced by others who realize the vast 
potential of telecommunications in Hawaii. We need a nucleus of 12 to 20 com- 
municators to meet no more often than monthly, an office, suitable funding for 
one or two salaries, legal fees and promotional campaigns for solicitation of new 
members. Considering the interest received through news stories appearing over 
the last three years. Individual memberships can be expected to pay a large share 
of these costs. There are also possibilities for funding from outside the state. 

If you are willing to become a sponsor in this effort, please call me at 537-3771 
to discuss details or write STUC at P.O. Box 661, Kaneohe, Hawaii 96744 out- 
lining what help you can pledge over what period of time. Any restrictions you 
might wish to impose on the use of your name as a benefactor would be acceptable 
The important thing is that we move now so that none of the momentum will be 
lost. 

Please, make your commitment now. 
Aloha, 

Theodore Merrill, 

President 
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Statement of Richard J. Barber, a Citizen op the United States op America 
AND A Longtime Resident op the State of Hawah 

SENATE bill S. 1162 

It is a sorry state, indeed, when a public hearing is necessary to reaffirm the 
equality guaranteed in our Ck)nstitution. It is even more disturbing to realise 
that there are those who would oppose equal treatment to those of us here in 
this Island State. Can there really be debate on this fundamental principle? 

Specifically in regard to Section 222 of the Communications Act of 1934, as 
amended, it must be changed to make Hawaii residents full partners in these 
United States. As long as such a clause exists it tells us that we are not equal ; 
we are second-class citizens. 

Hawaii in its lovely setting is farther away from everywhere else than almost 
any other major inhabited place on the earth. We depend very heavily upon our 
communication ties with the other States and with other Nations of the world. 
The long history of high rates and nonexistent services must be brou^t to a 
stop. The correction of the Communications Act would be a step in the ri^t 
direction. 

One specific example of what can only be seen as discrimination against 
Hawaii is our lack of access to the "toll free 800 series." Recently I attemi^ted 
to call such a toll free number as suggested by a puMic service announcement 
on television. This was in regard to information about automotive safety. I dialed 
the number and was told by a recording that the call did not go through. I 
called the operator and asked if she could assist. I was told that we could not 
make such calls. I asked her why not and she said she did not know but would 
refer me to the supervisor. 

This is not a trivial matter. This experience and similar ones related to other 
instances of discrimination can only have a long-term lasting effect upon the 
citizens of this state. 

With the rapid changes in telecommunications technology and the attendant 
available services Hawaii and all other states should begin to be guided more and 
more by the needs of the society for communication services. The amount of 
pnblic policy efforts on the part of transportation .systems in comparison to the 
communication systems is instructive. I hope that the thrust of Senate Bill 1102 
will carry beyond the equality question to one of equity and access to the means 
of communication. 

I thank you for the opportunity to present my views. 

Respectfully submitted. 

Statement of Eugene F. Mxjrpht, President, RCA Global Communications 

Chairman Hollings and members of the Subcommittee, my name is Eugene F. 
Murphy. I am President of RCA Global Communications, Inc. (RCA G15beom). 
I am pleased to have been invited to appear before you. 

RCA Golbcom Is a common carrier which has been providing international 
telecommunications services for over 50 years. We have pioneered many of the 
innovations tliat our industry offers today. For example, we introduced overseas 
lea-^ channel and telex service. 

With 2,500 employees, we utilize submarine cable and satellite facilities to pro- 
vide a full range of record telecommunications * services between the United 
States and the rest of the world. 

The industry has grown not only in the multiplicity of its services but also in the 
sophistication of its technology, the size of its cs^ntal investment and the base of 
its customers. 

Y' t. with all of these advances and despite the universal impact of inflation, 
th^ ratp« charged today by the international record inda^ry are genersUly lower 
than thf-y were fifteen years ago. 

8. 1102 

With this a^ background, I would like to address the bill introduced by Senator 
Inruyf of Hawaii to repeal Section 222 of the Communications Act, as amended. 



- •Int<^mationaI record telecommnnicatfoBs werritea^ inelnde t«I«gnuii, telex. lemjed 
t<>]p|rraph cbannelfl. alternate and simnltaneoiu voice/data, chamiela, data and faesiiafle 

tracsmis«ioD. 
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At present, as you are aware, Section 222 treats Hawaii as an international 
rather than a domestic point for record communications services. We do not oppose 
legislation intended to treat Hawaii as a domestic point for communications 
services. However, it is not necessary to repeal Section 222 in its entirety to ac- 
complish this purpose. Rather, this can be accomplished by a relatively simple 
amendment to Section 222 of the type set forth in Attachment A which would 
also allow Hawaii to continue receiving the competitive services now provided 
by the international record carriers. 

On the other hand, repeal of Section 222 in its entirety would have far-reaching 
effects, raises much broader issues than the provision of service to the citizens of 
Hawaii, and would require extensive Congressional review and analysis. 

Repeal of Section 222 would cause a basic restructuring of the international 
record industry, in which beneficial competition has been maintained, and would 
pose a serious threat to the viability of this industry. This is so because the end 
result of such legislation would be to allow The Western Union Telegraph Com- 
pany (Western Union), which has been the beneficiary of a 35-year monopoly 
in domestic record communications, to serve not only Hawaii but the inter- 
national market as well. 

To be 8ure, in varying circumstances, the public interest may be served in 
differing ways. In some, it may be served by a single carrier operating alone. In 
others, it may be served by multiple entry. In still others, it may be served by 
limited competition. None of these forms has a virtue in its own right where 
communications is concerned; all must be judged by the touchstone of the public 
interest, convenience and necessity. 

Because of Western Union's extraordinary competitive position and the 
results which would follow its entry into the international record communications 
market the public interest would be clearly adversely affected. 

Because Western Union controls all domestic telegram, telex and TWX 
services, as well as the originating and terminating portions of the majority of 
international traflSc, it would have an unfair and overwhelming advantage if it 
were also to provide international service. 

This would make it difficult, if not impossible, for the international record 
carriers to compete because Western Union would be able to use the benefits of 
its favored domestic position to divert the vast majority of international traffic. 
The overall public interest would not be served by the reallocation to Western 
Union of substantial volumes of international traffic and revenues, which are 
vital to the economic well-being of the competitive international record carriers. 
Over the long run, this would inevitably lead to a Western Union monopoly of 
international record services. 

Repeal of Section 222 would also imperil the large investments in facilities and 
plant made by the international record carriers. This investment, which amounts 
to over $614 million, was made in reliance on FCC authorization and on existing 
law which, because of Western Union's monopoly position, limits it to the pro- 
vision of domestic service. New investment, which is necessary if the international 
record carriers are to continue to be able to offer a high quality and innovative 
service to the public, would be discouraged. We believe the Congress would also 
want to give serious consideration as to what steps it might take whereby existing 
carriers would be made whole in the event of such a drastic change in law and 
policy, including the effect on those people whose present livelihood depends on 
our ability to remain competitive. 

It should further be noted that a number of legislative proposals are presently 
pending in Congress and various studies of the Communications Act and the 
Communications Satellite Act are now in progress. Setting aside for the moment 
the question of service to Hawaii, which could be resolved by a minor amendment 
of Section 222, we believe that piecemeal action by the Congress at this time 
might foreclose other options that would otherwise be available. 

Make no mistake about it. Repeal of Section 222 in its entirety represents a 
basic restructuring of the existing international record communications industry 
and a takeover by Western Union of a large part of the business now handled 
by the competitive international record carriers. This would ultimately lead to 
Western Union extending its record monopoly to the international market. 

SECTION 222 

I would like to review briefly the legislative history of Section 222. Enact- 
ment of this Section was the culmination of a lengthy investigation based upon a 
Congressional determination that the two domestic telegraph carriers — Western 
Union and The Postal Telegraph Company — could not continue to coexist 
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petitive international record carriers, rather than Western Union, have generally 
been the pioneers in activity of this character. The international record carriers 
face the need of continually upgrading and improving their systems to hold the 
patronage of customers who can readily take their traffic elsewhere. 

Third, the portion of international record traffic which originates or terminates 
outside the gateways, and thereby is under the exclusive control of Western Union, 
has shown substantial increases. For example, RCA Globcom international telex 
traffic to and frqpi areas outside the gateways has increased by 39% in the past 
two years. 

It should also be noted that Western Union has approximately 110,000 tele- 
printers on-line in its TWX and telex systems, whereas the largest of the inter- 
national record carriers has less than 6,000 teleprinters in service and is limited to 
the gateway cities. Western Union has a nationwide service area and, as a result 
of its domestic position, it is primarily identified in the minds of the public as "the 
telegraph company." 

It would indeed be ironic if Western Union, the beneficiary for 35 years of sole 
control of domestic telegraph service, is allowed under the guise of competition to 
enter the already competitive international record market, and destroy the com- 
petitive structure of that market. 

SERVICE CONSIDERATIONS 

In considering whether Western Union expansion would be beneficial, the 
Congress should also review Western Union's rate and service history.' Rates for 
Western Union services have experienced regular and substantial increases over 
the years. Thus, for example, even though Western Union's Mailgram service 
has been a permanent offering only since January, 1973, the rates for this service 
have already been raised on three occasions. Domestic telegram rates have shown 
even greater increases over the years. 

I refer the Committee to a 1974 study conducted by Congressman Benjamin 
Rosenthal entitled The Reluctant Messenger, A Consumer Stiidy, in which it was 
determined that from 1945 to 1974 Western Union rates for full-rate telegrams 
had increased by 3,775 percent and that Western Union had raised rates on 19 
occasions. The study also notes the substantial decline in Western Union's quality 
of telegram service. 

One could reasonably expect that this pattern of rate increases and decline in 
service would likely be extended by Western Union into the international record 
area. It should ' Iso be noted that Western Union did n t introduce domestic 
telex service until nearly ten years after it was available internationally and has 
significantly increased the cost of this service to the public while charges for 
internati nal telex have decreased. 

CONCLUSION 

In conclusion, I wish to stress that the repeal of Section 222 would not be in the 
public interest. Its retention is essential if meaningful competition in the inter- 
national record industry is to continue. 

Allowing Western Union to enter the international market will stifle rather 
than promote effective competition. Congress recognized this at the time of the 
enactment of Section 222 and required Western Union to divest itself of its inter- 
national operations. This concern is even more valid today given Western Union's 
expanded monopoly position. 

I therefore respectfully urge that if the Committee deems it necessary to take 
any action, it be limited to an amendment that would make Hawaii a domestic 
point for the purpose of acceptance, transmission, reception and delivery of record 
communications, rather than repeal of Section 222 in its entirely. 

Absent detailed review: and assurance of satisfactory service at reasonable rates 
over the long term, it would be unwise to tamper with an international telecom- 
munications structure that for three decades has brought generally lower rates, 
more efficient service and innovation to the public. 

Thank you. 

Attachment A 

Subsection (a) (10) of Section 222 could be amended to provide: 
"The term continental United States means the District of Columbia and the 
States of the Union; provided, that international telegraph carriers may continue 
to serve the State of Hawaii notwithstanding any provision of this Section to the 
contrary." 

sit should be nottd that a fuU range of record services are p 
citizens of Hawaii by AT&T, Hawaiian Telepbone Co., RCA QlOb 
and Western Union International. 

^ FEB 24 1978 
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